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Farm Sector Income 
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Large Government Payments Underlie 
Slightly Higher 2000 Income 


Net farm income is forecast at $45.6 billion in 2000, up $2.2 
billion from $43.4 billion in 1999 and $400 million dollars 
above the 1990-99 average of $45.2 billion. This increase is 
due primarily to an infusion of government assistance that is 
likely to surpass 1999 payments by $2.7 billion. 


Net cash income in 2000 is forecast at $55.4 billion, up 
$800 million from $54.6 billion in 1999 and $800 million 
above the 1990-99 average of $54.6 billion. With large sup- 
plies of most agricultural commodities and prospects for lit- 
tle or no near-term growth in demand, prices for major 
crops will likely remain low. 


U.S. farmers are continuing to add to large existing supplies 
of major field crops. This, in combination with a high vol- 
ume of output from foreign competitors and weak export 
markets, is keeping prices low. Farmers and ranchers are 
also encountering higher expenses for interest, labor, and 
fuels. To counteract these events, Congress has enacted 
emergency legislation to soften these impacts and to boost 
bottom lines. 


Data from USDA’s 1999 Agricultural Resource Management 
Study survey of producers showed 41.6 percent of all farms 
received government payments. Payments averaged about 
$17,000 for those operations receiving payments, contribut- 
ing 13 percent of gross cash income earned by these farms. 


Total U.S. crop receipts are forecast at $94.1 billion, $900 
million above 1999. This follows a combined $18-billion 
drop for 1998 and 1999. Livestock receipts are also forecast 
up, led by beef and hogs. 


Economic Research Service/USDA 


Total expenses are forecast up about 4 percent in 2000, led 
by a $2.4-billion increase in fuel expenses. The two major 
livestock-related expenses will both increase in 2000. Feed 
expenses are forecast to rise just over 1 percent. Feeder live- 
stock and poultry purchases are forecast to rise another 8.6 
percent, following a 10-percent jump in 1999. 


Expenditures for the three major crop-related expenses — 
seeds, fertilizer, and pesticides — are forecast at $26.4 billion 
in 2000, a 2.4-percent increase over 1999. After remaining 
level or falling in 1999, all three expenses are forecast to 
rise in 2000. 


At the major commodity level, 1999 costs of production 
showed little change from the previous year. However, with 
substantially lower commodity prices, net returns fell. 
Market prices for corn, soybeans, cotton, and wheat in 1999 
were substantially below the 5-year average, running more 
than 20 percent less for these commodities and continuing 
their downward trend from highs in 1996. Both the 1999 
harvest and marketing year average prices were at or below 
the 1999 loan rate, providing a strong incentive for produc- 
ers to utilize features of the loan program. Loan deficiency 
payments were substantially higher for these crops in 1999 
than in previous years. 


Debt levels at the end of 2000 are expected to be 
unchanged from the end of 1999 as many farmers take 
advantage of high levels of 2000 government payments to 
improve their financial position by reducing debt. Despite 
relatively low agricultural commodity prices since 1998, 
the financial condition of farm operations, on average, has 
remained robust. One indication of the relative strength of 
the farm sector is reflected in the financial condition of 
bank farm loan portfolios. 


Agricultural Income and Finance/AIS-75/September 2000 @ 3 


Farm Sector Income Outlook 


With Low Commodity Prices, Government Payments 


Support Farm Income 


Net farm income is forecast to rise 5 percent in 2000 as supplemental Federal payments and 
slightly higher commodity receipts offset rising expenses. 





‘control of farmers and ranchers. With the exception of 
areas of drought or fires, production continues to be 
large, keeping prices low. Macroeconomic forces are. 
shaping the rising expenses. Bottom lines are sup- 
ported by. CInCIpEnEY supplemental payments. : 





Net farm income is forecast at $45.6 billion in 2000, up $2.2 
billion from $43.4 billion in 1999 and $400 million dollars 
above the 1990-99 average of $45.2 billion (tables 1 and 2). 
This increase is due to an infusion of government assistance 
that could surpass 1999 payments by $2.7 billion. 


Net cash income in 2000 is forecast at $55.4 billion, up $800 
million from $54.6 billion in 1999 and $800 million above 
the 1990-99 average of $54.6 billion. With large supplies of 
most agricultural commodities and prospects for little or no 
near-term growth in demand, prices for major crops will 
likely remain low. With low commodity prices, loan defi- 
ciency payments continue to help support farm income. 


Total production expenses have risen with the recent rise in 
fuel prices. However, these expenses are likely to stabilize 
in the near future as farmers adjust production practices to 
reduce costs and achieve operational efficiencies. 


Third Round of Emergency Assistance 
Legislation Enacted 


Legislation passed by Congress and signed into law by the 
President on June 20, 2000, authorizes $15.1 billion in addi- 
tional federal assistance to farmers. An estimated $6.7 bil- 
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Table 1--Income statement for U.S. farm sector, 1998-2000F 





1998 1999 2000F 
$ billion 
Cash income statement: 

1. Cash receipts 196.6 188.6 194.5 
Crops 102.5 93.1 94.1 
Livestock 94.1 95.5 100.3 

2. Direct government payments 12.2 20.6 23.3 

3. Farm-related income 13.9 15.8 15.9 

4. Gross cash income (1+2+3) 222.6 225.0 233.6 

5. Cash expenses 167.2 170.4 178.3 


6. NET CASH INCOME (4-5) 55.4 546 55.4 
Farm income statement: 


7. Gross cash income (1+2+3) 222.6 225.0 233.6 
8. Nonmoney income 11.3 11.4 11.5 
9. Inventory adjustment -0.7 -0.9 0.3 
10. Total gross income (7+8+9) 233.2 235.5 245.5 
11. Total expenses 188.6 192.1 199.8 


12. NET FARM INCOME (10-11 44.6 43.4 45.6 
Note: Totals do not add due to rounding. 


lion will be in the form of direct payments to farmers and 
thus reflected in the government payments component in the 
accounting for farm sector income; and of that amount, $6.3 
billion is forecast to be disbursed in calendar year 2000. 
Some of the direct payments will not accrue to net farm 
income, as the portion going to nonoperator landlords will 
be excluded. 


Of the direct payments, $5.5 billion is part of the FY-2000 
budget and must be disbursed by September 30. Because the 
$5.5 billion is to be paid proportionally to the recipients of 
AMTA payments, who have annual market-transition con- 
tracts with the government, no application process is neces- 
sary, and payments can be made expeditiously. This $5.5 
billion in payments would go to grain and cotton producers. 


The remaining portion of the direct payments is part of the 
FY-2001 budget and will be disbursed after October 1. The 
entire amount may not be disbursed by December 31 and 
some payments will be reflected in farm income for 2001. 
These funds are earmarked to benefit growers of other com- 
modities, including soybean and sunflower, tobacco, apples, 
black-eyed peas, cherries, citrus, cranberries, onions, mel- 
ons, peaches and potatoes and cottonseed, as well as fruit 


Economic Research Service/USDA 














Table 2--Value added to the U.S. economy by the agricultural sector via the production of goods and services, 1996-2000F 


| , 2000 as % 
| United States 1990-99 of 1990-99 

| 1996 1997 1998 1999F 2000F average _ average 
| s ---- $ million ---- $ billion Percent 
Final crop output 115,905 112,350) 8 102438 93,138 95,498 95.5 100.0 

Food grains 10,795 10,411 8,892 7,292 6,838 8.9 iia 

Feed crops 27,189 27,048 22,666 19,752 20,740 22.0 94.4 
Cotton 6,983 6,345 6,101 4,696 4,947 5.9 84.0 

Oil crops 16,357 19,802 17,483 13,555 14,347 14.9 96.4 
Tobacco 2,795 2,874 2,803 2,273 1,839 2.7 66.9 

Fruits and tree nuts 11,928 13,134 12,238 12,975 11,516 tiles 103.3 
Vegetables 14,444 14,653 15,145 15,164 15,948 13.7 116.4 

All other crops 15,814 16,866 17,136 17,441 17,935 15.0 119.4 

Home consumption 146 146 146 146 148 0.1 100.9 

Value of inventory adjustment 2/ 9,104 1,070 -472 -154 1,239 na na 

Final animal output 92,024 96,470 94,193 95,080 99,827 91.2 109.5 

Meat animals 44,154 49,681 43,336 45,600 51,941 47.4 109.5 

Dairy products 22,785 20,940 24,114 23,204 21,286 20.8 102.3 
Poultry and eggs 22,456 22,260 22,942 22,942 23,489 19.1 1227 
Miscellaneous livestock 3,442 3,581 3,719 SS falta 3,625 3.1 Alors 

Home consumption 334 382 347 362 381 0.4 91.8 

Value of inventory adjustment 2/ -1,147 -374 -266 -745 -896 na na 
Services and forestry 20,779 22,127 24,676 26,709 26,867 19.5 137.6 
Machine hire and customwork nos 2,361 2,205 2,044 2,228 2.0 111.8 

Forest products sold 2,583 2,778 2,985 2,946 2,900 2.5 T1537 

Other farm income 6,191 6,896 8,672 10,849 10,762 6.1 177.6 

Gross imputed rental value of farm dwellings 9,852 10,092 10,815 10,869 10,977 9.0 122.4 

Final agricultural sector output 228,357 230,947 221,007 214,927 222,191 206.2 107.8 

less: Intermediate consumption outlays 113,180 121,001 118,528 120,824 126,721 107.0 118.5 
Farm origin 42,738 46,846 44,792 45,550 47,188 42.1 112.1 

Feed purchased 25,237 26,334 25,030 24,525 24,786 22.9 108.3 
Livestock and poultry purchased 11,289 13,800 12,550 13,812 14,999 13.4 111.6 

Seed purchased 6,212 6,711 7,212 eee 7,403 5.8 127.9 
Manufactured inputs 28,590 29,231 28,150 27,311 30,215 25.5 118.6 
Fertilizers and lime 10,929 10,927 10,624 9,921 10,266 9.5 107.8 
Pesticides 8,518 9,018 9,018 8,618 8,711 TAS 116.2 
Petroleum fuel and oils 5,979 6,243 5,600 5,784 8,170 5.6 144.9 
Electricity 3,164 3,044 2,908 2,987 3,068 2.8 108.5 

Other intermediate expenses 41,852 44,924 45,586 47,963 49,317 39.4 125.3 
Repair and maintenance of capital items 10,252 10,407 10,356 10,521 10,710 9:5 112.8 
Machine hire and customwork 4,717 4,923 5,408 5,264 5,524 4.5 122.2 
Marketing, storage, and transportation expenses 6,928 7,119 6,859 7,261 Toe 6.1 126.5 
Contract labor 2,126 2,591 23th 2,582 2,687 2.0 ie y/ 
Miscellaneous expenses 17,831 19,883 20,586 22,335 22,643 Ne eieo 

plus: Net government transactions 238 196 4,806 13,099 15,666 3.4 455.9 
+ Direct government payments 7,340 7,495 12,209 20,594 23,285 10.3 226.4 

- Motor vehicle registration and licensing fees 411 450 481 441 449 0.4 110.0 

- Property taxes 6,691 6,849 6,922 7,054 7,170 6.4 111.3 
Gross value added 115;415 110/142 107,285 107,203, 1115136 102.6 108.3 

less: Capital consumption 19,426 19,558 19,736 19,862 19,810 18.9 104.6 
Net value added 95,989 90,585 87,549 87,341 91,326 83.7 109.1 

less: Factor payments 41,075 41,983 42,925 43,943 45,695 38.5 118.8 
Employee compensation (total hired labor) 15,206 16,018 16,904 17,491 18,386 14.4 127.8 

Net rent received by nonoperator landlords 12,908 12,833 12,657 12,863 13,253 eG 113.9 

Real estate and nonreal estate interest 12,961 13,133 13,365 13,589 14,055 12.4 113.0 

Net farm income 54,914 48,601 44,623 43,398 45,632 45.2 100.9 


na = Not available. F = forecast. 1/ Final sector output is the gross value of the commodities and services produced within a year. Net value-added is the 
sector's contribution to the National economy and is the sum of the income from production earned by all factors-of-production. Net farm income is the farm 
operators’ share of income from the sector's production activities. The concept presented is consistent with that employed by the Organization for Economic 
Cooperation and Development. 2/ A positive value of inventory change represents current-year production not sold by December 31. A negative value 

is an offset to production from prior years included in current-year sales. 
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growers in the Northeast who have been hurt by plum pox 
virus. The legislation also includes about $8 billion to 
expand and cut the cost of Federal crop insurance over the 
next 5 years. This will be reflected in farm income account- 
ing via lower premium rates to producers for crop insurance 
and in any additional insurance indemnities received. 


In the 3 years 1998-2000, government payments, with addi- 
tional emergency assistance, have been sufficient to main- 
tain net farm income at, and even above, the 1990-99 
average. The majority of the payments came from three gov- 
ernment programs: production flexibility contract payments 
(sometimes referred to as AMTA payments), loan deficiency 
payments (LDP’s), and emergency supplemental appropria- 
tions enacted in October 1998, October 1999, and June 
2000. The forecast for 2000 includes modestly declining 
production flexibility payments and rising LDP payments. 


Production flexibility payments are continuing to decline as 
set forth in the 1996 Farm Act. The farmer has an option of 
taking a portion of the payment prior to December 31, or 
taking all of the payment in the forthcoming calendar year. 
The forecast of $4.85 billion for 2000 comes from amounts 
budgeted for fiscal years 2000 and 2001 (table 3). The fore- 
cast assumes that about 20 percent of fiscal year 2001’s 
appropriated funds will be taken by December 31, 2000, and 
the remainder taken next calendar year. 


Continued low program commodity prices will result in a 
large increase LDP’s paid in 2000 compared to 1999 levels. 
At current expected prices, 2000 LDP levels to producers of 
major field crops such as corn and soybeans could amount 
to $7.6 billion, compared with $5.9 billion last year. LDP’s, 
which pay farmers the difference between posted county 
prices and Commodity Credit Corporation loan rates, 
increase as posted county prices decline. 


Total expected payments of $23.3 billion in 2000 would 
exceed the large payments of last year and represent better 
than 10 percent of cash revenues. Supplemental aid repre- 
sents about 38 percent of expected outlays in 2000, while 
conservation programs represent only about 8 percent. 


Which Farms Receive 
Government Payments? 


According to USDA’s 1999 Agricultural Resource 
Management Study (ARMS), 41.6 percent of all farms 
received government payments. This was up from 1998 
when 36 percent of farms reported receiving payments. 
Gross cash income of farms receiving government payments 
in 1999 averaged $125,937, better than twice that of farms 
not receiving payments. Only for nonfamily farms was the 
average gross income for farms receiving government pay- 
ment less than the gross cash income for farms not receiving 
government payments. 


Payments averaged $16,751 for those operations receiving 
payments, contributing 13.3 percent of gross cash income to 
these farms (table 4). Although only 1 percent of government 
payments went to limited resource farms, these payments 
represented 27 percent of those farms’ gross cash income. 
Only 28 percent of residential/lifestyle farms received any 
government payments. As expected, the largest government 
payments went to very large family farms. Nearly 69 percent 
of very large farms received government payments, but they 
represented only 8 percent of gross cash income. 


Looking at the composition of average government payments 
received by those farms receiving payments, AMTA and loan 
deficiency payments each contributed about one-third of the 
total (fig. 1). Across farm typology, the level of AMTA pay- 
ments was about the same as the level of loan deficiency 
payments (table 5). Emergency supplemental payments con- 
tributed 22 percent of the total, exceeding the level of CRP 
payments. However, for retirement farms, better than 50 per- 
cent of government payments were CRP payments. 


Further examination of payment recipients shows that opera- 
tions specializing in cotton (over 50 percent of gross agricul- 
tural production from cotton) received the highest average 
payment, $75,560, of any commodity specialization (table 4). 
The Mississippi Portal region shows the highest payments of 
the regions, consistent with high production of cotton as well 
as rice and other major program commodities. Sizeable 
amounts of payments are also going to operations showing 
negative net incomes from farming and/or negative net worths. 





Table 3--Direct government payments, 1996-2000F 


1996 1997 1998 1999 2000F Change from 1999 to 2000 
$ million $ billion Percent 
Total direct payments 1/ 7,340 7,495 12,209 20,594 23,285 2.7 13.1 
Commodity programs -732 -575 -5 na na 0.0 na 
Production flexibility (AMTA) 5,973 6,120 6,001 5,046 4,851 -0.2 -3.9 
Loan deficiency payments na na 1,792 5,895 7,561 isc 28.3 
CRP and other 2,099 1,950 1,623 1,851 2,004 0.2 8.3 
Emergency assistance 2/ 0 0 2,841 7,804 8,870 el 1397 


F = forecast. na = not applicable. 
1/ Includes only those funds paid directly to farmers and ranchers within the calendar year. 2/ Includes payments to farmers as a consequence 
of Emergency Assistance Legislation enacted in October 1998, October 1999, and June 2000. 
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Large Crop Harvests Continue 


By historical standards, the last 4 years have been an unusu- 
ally favorable period for crop production. Not only has there 
been little adverse weather, but rainfall has been generally 

abundant and timely, not only in the United States but in the 
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world’s major agricultural producing countries. In late 1997 
and 1998, rising world supplies of agricultural commodities 
in the face of weak international demand reduced U.S. farm 
exports and prices available to farmers (figs. 2-7). More 
recently, the cumulative effects of 4 consecutive years of 
large harvests have exacerbated the situation. The major 
producing countries in the Southern Hemisphere have pro- 
duced another large harvest in 2000. While lack of rain and 
summer fires have damaged large: land areas in the United 
States, the upper middle section of the country where much 
of the grain and oilseed production occurs has escaped seri- 
ous problems and another large harvest of corn, wheat, and 
soybeans is forecast. Prior to 1996, the periodic occurrence 
of a significant drought in one or more major crop-produc- 
ing regions resulted in a drawdown of crop inventories over- 
hanging the markets and relieved downward pressure on 
market prices available to farmers (figs. 8 and 9). This has 
not occurred in the past 4 years. 


Southern Plains Drought 


Months of very dry conditions combined with an above-nor- 
mal number of 100-degree days, centered in northern Texas, 
have produced drought conditions among the most severe 
experienced in the last century. Lost production of crops 
and livestock will cost the States in the region a substantial 
portion of their agricultural production this year. 


Producers of cotton, a major crop in the Texas Panhandle, 
are being particularly hurt by the drought. Cattle producers 
in this region are also encountering rising costs for feed and 
animal losses due to the heat and lack of water for the cattle. 
The net result will be a significant loss of income for these 
producers and the region. 


U.S. Crop Receipts Rising 


Total crop receipts for 2000 are forecast at $94.1 billion, 
$900 million above 1999. Receipts will be up about $1 bil- 
lion for major field crops—food grains, feed grains, cotton, 
oil crops, and tobacco. Fruit and nut receipts are expected to 
be down around $1.4 billion as favorable weather in 1999 
led to increased production, causing prices to dip. 


Expenses Up Slightly, Led by Fuel, 
Labor, and Interest 


Total expenses are forecast to increase by $7.7 billion (4.0 
percent) in 2000, led by a $2.4-billion increase in fuel 
expenses. The increase in total expenses in 2000 resembles 
the upward movement in expenses encountered during 
1993-97, when expenses increased more than $6.5 billion 
each year. This pattern was broken by the decrease in 
expenses in 1998 and the relatively small increase in 1999. 
Total farm production expenses, including operator 
dwellings, equaled 89 percent of final agricultural sector 
output in both 1999 and 2000. This ratio, which reflects 
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Figure 1 


Composition of government payments and mean government payments for farms 


receiving payments, 1999 
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Source: 1999 Agricultural Resource Management Study, ERS, USDA. 


very tight operating margins for farmers, is at its highest 
level since 1983 (fig. 10), and the third highest ever. 


Livestock-related expenses—The two major livestock- 
related expenses will both increase in 2000. Feed expenses 
are forecast to rise just over | percent. After rising more 
than $1 billion each year from 1993 to 1997, feed expenses 
fell $1.8 billion over 1998 and 1999 and will remain $1.5 
billion below their 1997 peak even given the small increase 
in 2000. This drop is due primarily to lower feed prices dur- 
ing the past 4 years. 


The small increase in 2000 feed expenses is due to the com- 
bination of upward movements in both cost and quantity 
used. Through July, NASS’s Prices Paid Index for feed is up 
2.5 percent, led by an 11-percent increase in concentrates. 
Even though cattle and hog inventories are both down, cattle 
on feed were up in each of the first three quarters of 2000 as 
a result of producers’ continued herd reduction. Poultry pro- 
duction is again rising, as returns to producers remain favor- 
able due to relatively low feed costs. 


Feeder livestock and poultry purchases in 2000 are forecast 


to rise another 8.6 percent following a 10-percent jump in 
1999. Cattle expenses mostly drive this expense. In 2000, 
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Loan deficiency payments ie CRP payments [ | Supplemental payments 





Other payments 


Government payments 


the price of feeder cattle is forecast to increase 12 percent 
but will be offset somewhat by a decline in the number of 
head purchased. The other significant part of this expense is 
the value of broiler poults which will be up in 2000 as well. 


Crop-related expenditures up in 2000—Expenditures for the 
three major crop-related expenses — seeds, fertilizer, and pes- 
ticides — are forecast at $26.4 billion in 2000, a 2.4-percent 
increase over 1999. After remaining level or falling in 1999, 
all three expenses are forecast to rise in 2000. The increase 
in fertilizer expenditures halts a 3-year slide. The principal 
quantity factor affecting these expenses in 2000, acres 
planted, has risen modestly. Two of the three prices paid 
indexes for these inputs have also risen in 2000 (as reported 
by USDA’s National Agricultural Statistics Service). 


Indicated quantities of the three principal fertilizer nutrients 
are all up. Through July, the mixed fertilizer and potash and 
phosphate subcomponent price indexes are both down 
around 4 percent but the nitrogen index has risen 12 percent, 
spurred by higher natural gas prices. The result is a 2-per- 
cent increase in the fertilizer index. Herbicides account for 
about 75 percent of all pesticides applied and, therefore, are 
the largest factor in pesticide expenses. In 2000, indicated 
herbicide usage is up a little over 2 percent while the price 
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Figure 2 


; Figure 5 

Monthly wheat prices Monthly upland cotton prices 
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Figure 3 Figure 6 

Monthly corn prices Monthly beef cattle prices 
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Figure 4 Figure 7 
Monthly soybean prices Monthly hog prices 
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Figure 8 
U.S. corn production 
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Figure 9 
U.S. soybean production 
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Source: National Agricultural Statistics Service, USDA. 


index is down nearly the same amount, indicating a nearly 
identical expenditure as in 1999. Increases in other pesti- 
cides will contribute to a slightly less than 1-percent 
increase in forecast expenditures. In 2000, seed expenses are 
forecast to increase around 2 percent as planted acres 
increase and the prices paid for seed rises about | percent. 


The level of expenditures for crop-related inputs has become 


more difficult to predict in recent years. Operators are 
adopting new technologies such as no-till farming and site- 
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Figure 10 
Total production expenses as a percentage of 
agricultural sector output 
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specific farming based on the Global Positioning System, 
which can reduce the quantities of inputs used. For the year 
2000, the final prices being paid for these inputs are also 
hard to capture in traditional indexes as manufacturers and 
suppliers offer discounts, rebates, special financing, and 
other incentives. 


Other intermediate product expenses—While farmers were 
mostly able to avoid the increases in fuel prices in 1999 
because they came after planting season, in 2000, they will 
not be able to avoid the impact of the large increase in fuel 
prices. Coupling the rise in prices with the modest increase 
in the number of planted acres, fuel expenses are currently 
forecast to increase by more than 40 percent. It is possible 
that some operators may realize savings from adopting fuel- 
saving practices such as no-till cultivation, however. 
Machine hire and customwork and marketing, storage, and 
transportation expenses will also be affected by the rise in 
fuel prices and will both rise in 2000. 


Capital consumption, which represents the cost of capital 
used in the production of commodities, is forecast to fall 

in 2000 for the first time since 1987. Since capital consump- 
tion is calculated at replacement cost, the primary factor 
driving this expense is prices paid for vehicles, machinery, 
and building construction. While new tractor and machinery 
prices rose in 2000, a large inventory of used equipment has 
lowered prices for used tractors and machinery on dealers’ 
lots and in auctions. The decreases in capital consumption in 
these two asset categories will be larger than the increases in 
the other four asset categories (operator dwellings, service 
buildings, autos, and trucks). 
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Factor payments—Labor expenses are forecast to rise $1.0 
billion (5.0 percent) in 2000. Farm wage rates drive this 
expense and they tend to follow wage rates in the general 
economy. With low unemployment, however, the competi- 
tion provided by off-farm employment opportunities will 
probably put upward pressure on farm wage rates. Through 
July 2000, they are up about 4 percent. The small expan- 
sion in crop acreage, which should increase demand for 
farm labor, accounts for the remainder of the increase in 

_ this expense. 
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Interest expenses will again increase in 2000. An increase in 
real estate interest payments accounts for almost all of the 
change, as nonreal estate interest payments will remain 
nearly the same as in 1999. Real estate debt will continue to 
rise but at a slower rate in 2000. End-of-year real estate debt 
has risen every year since 1992 and real estate interest pay- 
ments have increased each year since 1994. End-of-year 
nonreal estate debt is forecast to fall in 2000 for the second 
straight year. Increases in interest rates over the last 2 years 
have kept nonreal estate interest expenses from falling. 
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Farm Household Income Outlook 


Farm Households’ Incomes Remaining Steady 


Despite declining farm income, the total incomes of farm operator households, on average, 


should remain about steady for 2000. 








The forecast for 2000 indicates farm operator household 
income should be approximately the same as in 1999, even 
though average farm earnings per household is forecast to 
decrease (appendix table 1). The forecasted decline in 
income from farming operations is more than compensated 
for with the increase in off-farm income. On average, farm 
operator households received $64,347 in total income in 
1999, mostly coming from off-farm sources ($58,000 per 
household). Approximately $6,400 per household came from 
farming activities (fig. 11). Operator household income con- 
sists of all the money income received by the operator house- 
hold from all sources, both farm and off-farm. 


The forecast of total operator household income, on average, 
is not highly sensitive to forecasted farm sector income 
because most U.S. farms are very small (only $1,000 of 
gross agricultural sales is necessary to qualify as a farm). 
Approximately half of all farms have less than $10,000 in 


Figure 11 

Sources of income for average farm operator 
household, 1999 

Earnings from the farm average 10 percent of total 
farm household income 


Average operator household income = $64,347 


Farm income 
$6,359 
(10%) 
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Note: Percentages do not add due to rounding. 
Source: 1999 Agricultural Resource Management Study, ERS, USDA. 
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gross agricultural sales. Therefore, households operating 
these very small farms rely on off-farm income as their pri- 
mary source of income. 


Between 1998 and 1999 (the last year for which survey data 
are available), there were no statistically significant changes 
in average total household income, farm earnings, or total 
off-farm income. There has been substantial income growth 
for farm households, however, when longer periods of time 
are examined. For example, operator household income 
increased by 28 percent between 1996 and 1999, due largely 
to increases in off-farm income. There was a 40-percent 
increase in earned income, which includes wages, salaries, 
and off-farm business income. The share of farm house- 
holds’ income from farming decreased from 16 percent to 
10 percent during the same period. 


Reliance on Farming for Income Varies 


Nevertheless, some farm households rely heavily on 
income from farming. Reliance on farming varies widely 
across the ERS farm typology. Households operating four 
groups of small farms—limited-resource, retirement, 
residential/lifestyle, and lower sales—rely on off-farm 
sources for virtually all their income (fig. 12). On average, 
they actually lose money (or nearly break even) from farm- 
ing activities. Limited-resource and retirement farms obtain 
most of their off-farm income from unearned income 
(interest, dividends, social security, and other passive 
sources). Residential/lifestyle and lower sales small farms 
rely more on earned income (wages, salaries, and off-farm 
business income). 


Households operating the remaining family farms—higher 
sales small farms, large family farms, and very large family 
farms—all have positive average earnings from farming, and 
farm earnings increase among these groups as farm size 
increases. The share of household income from farming also 
increases with farm size, ranging from SO percent of total 
household income for higher sales small farms to 60 percent 
for large family farms and 82 percent for very large family 
farms. Note that households in these three groups also 
receive substantial off-farm income, on average. For exam- 
ple, households operating very large farms receive an aver- 
age of $35,600 from off-farm activities, although most of 
their income comes from farming. These farms obtain most 
of their off-farm income from earned income. 
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Figure 12 


Average operator household income, by source and farm typology group, 1999 
Households operating limited-resource, retirement, residential/lifestyle, and lower sales 


farms depend on off-farm sources for most of their income 
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Source: 1999 Agricultural Resource Management Study, ERS, USDA. 


Farms Account for Much of Operator 
Household Wealth 


Although many farm households rely heavily on off-farm 
sources for income, a substantial share of operator house- 
hold wealth comes from the farm, regardless of typology 
group (fig. 13). The farm accounts for the smallest share of 
household net worth (between half and two-thirds) in the 
limited resource, retirement, and residential/lifestyle 
groups. At the other extreme, approximately 85 percent of 
the net worth of households with higher sales farms, large 


Economic Research Service/USDA 


family farms, and very large family farms is based on the 
farm. Households operating lower sales farms have an 
intermediate position, with three-fourths of their net worth 
based on the farm. 


Farm households hold a variety of nonfarm assets (fig. 14). 
Residential/lifestyle households, however, hold a slightly 
different mix of assets than other households. They have a 
larger share of their nonfarm assets in retirement accounts 
(28 percent), probably because of their off-farm jobs, and 
they hold a smaller share in cash (16 percent). 
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Figure 13 
Average operator household net worth, by source and by farm typology group, 1999 
Regardless of typology group, the farm contributes substantially to operator households' wealth 
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Figure 14 

Sources of nonfarm assets for average farm 
operator household, 1999 

Operator households hold a variety of nonfarm assets 


Average nonfarm assets per operator household = $198,087 


Cash, checking, savings, 


IRA, Keogh, 401k, c.d.'s, and bonds 
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financial assets All other 
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(22%) $62,249 
(31%) 


1/ Includes real estate and businesses not part of the farm, 
off-farm houses, recreational vehicles, and household share 
of trucks and cars. 


Source: 1999 Agricultural Resource Management Study, ERS, USDA. 
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Farm Sector Debt Outlook 


Farm Sector Debt Anticipated to Stabilize in 2000 


Farm sector debt growth slowed to 1.6 percent in 1999, after surging 7.5 percent in 1998. Debt 
levels at the end of 2000 are expected to be unchanged from the end of 1999 as many farmers 
take advantage of high government payments to reduce debt and improve their financial position. 








Farm debt, as reported by lenders serving farmers, is fore- 
cast to stabilize in 2000. The anticipated slight decline 
marks the end of 7 consecutive years of growing farm debt 
balances, with the $176.4 billion in debt outstanding at the 
end of 1999 marking its highest level since 1985. Debt sta- 
bilization in 2000 is projected to maintain farm debt above 
$176.4 billion at the end of the year (table 6). A negligible 
contraction in outstanding loan balances in 2000 would fol- 
low debt growth of $3.7 billion (2.2 percent) in 1999. This 
increase represented a relative slowing in farm debt expan- 
sion, following growth of $7.2 billion (4.4 percent) in 1998 
and $9.3 billion (6.0 percent) in 1997, the largest consecu- 
tive annual increases since 1980. 


While low commodity prices have reduced the cash receipts 


this year. Lenders are likely to exercise restraint in taking 
action against delinquent borrowers, as government payments 
provide the cash for another year’s loan payments. 


Given the current large world stocks of most commodities, 
agricultural product prices, in general, cannot be expected to 
rebound dramatically in the near future. The agricultural 
finance community is concerned that repayment problems 
may surface in the future, given the prospect of prices for 
many commodities remaining near or below 2000 levels, 
coupled with uncertainty surrounding continuing govern- 
ment emergency assistance. Indebted farm operators, 
encouraged by their lenders, will likely apply any cash to 
improve their balance sheets, reducing debt and limiting 
financial exposure due to future economic adversity. 


component of farm operators’ incomes, additional assistance 
from the Federal government will allow most farmers to meet 
their current debt service needs. Many lenders felt that farm- 
ers were able to meet debt obligations in both 1998 and 1999 
only because of government emergency assistance payments. 
These lenders also have expressed concern that many of their 
borrowers would have experienced severe repayment prob- 
lems in 2000 in the absence of additional emergency funding 


Farm Debt Up 2.2 Percent in 1999 


Loan balance stabilization in 2000 follows a farm sector 
business debt increase of 2.2 percent in 1999. That gain con- 
tinued a recent trend of slowing debt growth, which began 
with the fall in the rate of increase from 6 percent in 1997 to 
4.5 percent in 1998. Those years represented an acceleration 


Table 6--Debt outstanding, by lender, December 31, selected years, 1984-2000F 
Lender 1984 1988 1992 1996 1998 1999 2000F 


$ million 
Real estate 106,697 77,833 75,421 81,657 89,615 94,221 95,454 
Farm Credit System 46,596 28,445 25,408 25,730 28,888 30,307 30,926 
Farm Service Agency 9,523 8,980 6,394 4,702 4,073 3,872 3,556 
Life insurance companies 11,891 9,039 8,765 9,468 10,723 11,490 11,806 
Commercial banks 9,626 14,434 18,757 23,276 27,168 29,799 30,417 
Individuals & others 1/ 29,106 16,935 16,097 18,481 18,763 18,753 18,749 
Nonreal estate 87,091 61,734 63,631 74,417 83,057 82,205 80,954 
Commercial banks 37,619 28,309 32,912 38,344 42,842 41,993 41,040 
Farm Credit System 18,092 8,766 10,346 14,015 16,622 15,916 15,168 
Farm Service Agency 13,740 12,899 10,346 4,614 3,993 4,011 3,872 
Individuals & others 1/ 17,640 11,760 13,230 17,444 19,600 20,286 20,874 
Total farm business debt 193,788 139,567 139,052 156,074 172,672 176,426 176,408 
Farm Credit System 64,688 37,211 35,759 39,745 45,509 46,223 46,094 
Farm Service Agency 23,263 21,879 13,538 9,316 8,067 7,882 7,428 
Commercial banks 47,245 42,742 51,669 - 61,620 70,011 71,792 71,457 
Life insurance companies 11,891 9,039 8,765 9,468 10,723 11,490 11,806 
Individuals & others 1/ 46,701 28,694 29,327 35,925 38,363 39,039 39,623 


F= forecast. 
1/ Prior to 1993, includes Commodity Credit Corporation storage and drying facility loans. 


Source: Economic Research Service, USDA. 
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of the steady growth of indebtedness that began in 1993. 
The increase in loan balances during 1997 and 1998 consti- 
tuted a significant increase in the annual growth rate of farm 
debt, which had approached 3.5 percent only twice since 
1980. However, the 1997 and 1998 increases were relatively 
small compared with annual debt growth during the 1970’s, 
when outstanding loan balances rose at an average annual 
rate of over 12 percent. The rapid growth in debt financing 
during that period is often cited as a significant contributor 
of the farm financial crisis that developed during the mid- 
1980’s. By the end of 1999, total farm business debt had 
risen by $37 billion since the beginning of 1993, a cumula- 
tive gain of 27 percent. Despite the recent rise in debt, year- 
end 1999 debt is expected to stand about $17 billion below 
its 1984 peak value of almost $194 billion. 


Despite the increase in debt during the 1990’s, farm business 
balance sheets have shown steady improvement. Further 
modest gains are expected in 2000, as a slight increase in 
asset values accompanies a marginal reduction in farm debt. 
Debt-to-asset ratios have stabilized near 16.5 during the 
decade of the 1990’s, as the rise in the value of farm business 
assets, especially farm real estate values, has been propor- 
tionally greater than the increase in farm business debt. The 
improved equity position of most farm and ranch operations 
during the 1990’s has provided producers with an added mar- 
gin to lessen the impact of short-term declines in income. 


Generally, farmers will have more cash available to service 
debt in 2000, as net cash income is expected to be about 

1.5 percent above its 1999 level. However, this measure will 
be down about 4 percent from its record 1997 level. Net 
cash income has remained relatively stable, as rising 
government payments have offset declining cash receipts for 
many producers. 


Real Estate Debt Up 5 Percent in 1999, 
Nonreal Estate Debt Down 1 Percent 


The 1999 increase in total farm business debt was due to 
changes in real estate debt, which rose 5 percent, while non- 
real estate debt declined by 1 percent. This marks the first 
year since 1992 that nonreal estate debt decreased. The shift 
in nonreal estate debt from institutional lenders to mer- 
chants, dealers, suppliers, and other credit sources is 
reflected in the 3.5-percent increase in debt owed to individ- 
uals and others in 1999. Meanwhile, nonreal estate debt held 
by banks declined 1 percent, and that held by the Farm 
Credit System declined over 4 percent. Nonreal estate debt 
is anticipated to decline over 2 percent in 2000. 


During 1999, bank loans secured by farmland rose by 
almost 10 percent, and life insurance company (LIC) farm 
mortgage loans rose by over 7 percent. Several LIC’s have 
become more aggressive in pursuing large farm loans in 
recent years, as evidenced by a 26-percent gain in outstand- 
ing loans since the beginning of 1996. Farm real estate debt 
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is expected to rise about 2 percent in 2000, reflecting both a 
relatively strong farmland market and creditors’ desire to 
obtain maximum security for loans for any purpose. 


Banks Provide 40 Percent of Agricultural 
Credit, Farm Loans Show Little Stress 


Commercial banks are the largest source of credit for U.S. 
farmers and ranchers, providing more than 40 percent of the 
agricultural loan volume outstanding at the end of 1999. 
Farm debt held by banks is expected to decrease slightly in 
2000, following a rise of 2.5 percent in 1999. While nonreal 
estate debt accounted for 58 percent of all bank farm loans 
at the end of 1999, most of the growth in bank loans in 
recent years has been in real estate lending. In 1999, bank 
loans secured by farmland increased almost 10 percent, 
while nonreal estate loans declined 2 percent. While there 
has been a slight increase in banks’ provision of funds to 
acquire farmland, this shift in the composition of bank farm 
loans reflects bankers requesting farm borrowers to provide 
real estate as additional security for seasonal production and 
intermediate-term loans. 


Despite relatively low agricultural commodity prices since 
1998, the financial condition of farm operations, on average, 
has remained robust. The relative strength of the farm sector 
is reflected in the financial condition of bank farm loan port- 
folios. The strong performance of banks’ farm nonreal estate 
loan portfolios, as reported by banks in call reports filed 
with the Federal Reserve Bank, indicate relatively few prob- 
lem loans through the first quarter of 2000. 


While bank charge-offs of agricultural nonreal estate loans 
rose from $87 million in 1998 to $126 million in 1999, 
these losses were mitigated by net recovery of $35 million 
during the first quarter of 2000 (fig. 15). Furthermore, these 
amounts are relatively small compared with reported charge- 
offs of $1.3 billion in 1985 and $1.2 billion in 1986. 


Agricultural banks entered 2000 well capitalized, reporting 
ample funds to meet the credit needs of qualified borrowers. 
Bank officers responding to first quarter 2000 surveys con- 
ducted by the Federal Reserve Banks of Chicago, Kansas 
City, Dallas, and Minneapolis indicate widespread improve- 
ment in borrower conditions. While more bankers in each 
region reported a softening in farmers’ demand for loans and 
reduced availability of funds, relative to a year earlier, most 
also reported higher loan repayment rates and lower num- 
bers of renewals and extensions. Additionally, fewer banks 
reported raising collateral requirements, compared with a 
year earlier. 


Farmers’ Use of Repayment Capacity 
Expected to Rise in 2000 


The recent rise in debt does not indicate impending financial 
distress in the farm sector. Farms with sales of at least 
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Figure 15 
Farm nonreal estate loan defaults remain 
relatively small compared with 1980's 
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Source: Bank Call Reports. 


$50,000, on average, saw their ability to service debt 
improve in 1999. Nevertheless, farmers are expected to use 
their available credit lines more fully in 2000. Lenders gen- 
erally require that no more than 80 percent of a loan appli- 
cant’s available income be used for repayment of principal 
and interest on loans. For farm operators, this income avail- 
able for debt service (measured as net cash income plus 
interest in USDA’s farm sector accounts) can be used to 
determine the maximum amount of loan payment the farmer 
could make. Given current market interest rates and an 
established repayment period, the maximum debt that the 
farmer could carry with this loan payment can be deter- 
mined. Using current bank interest rates and a 7-year repay- 
ment period, maximum feasible debt measures the line of 
credit that could be available to farmers. 


Debt repayment capacity utilization (DRCU, defined as 
actual debt as a percentage of maximum feasible debt) 
effectively measures the extent to which farmers are using 
their available lines of credit. This ratio indicates that, in 
2000, farmers are expected to use almost 62 percent of the 
debt that could be supported by their current incomes (fig. 
16). While this is the highest value this measure has attained 
since 1986, it is substantially below its levels during 1979- 
85, when it consistently measured above 70 percent. 


More recent history provides additional evidence that some 
farmers are likely to have experienced rising financial diffi- 
culty throughout the last half of the 1990s, despite the rise 
in emergency government assistance in 2000. Use of debt 
repayment capacity rose from 45 percent in 1993 to 55 per- 
cent in 1995, then dropped to 51 percent in 1996, as high 
net cash income levels and lower interest rates offset the 
effect of the rise in outstanding debt. This measure rose to 
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Figure 16 
Debt repayment capacity utilization 
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Source: Economic Research Service, USDA. 


54 percent in 1997, but the impact of continuing favorable 
interest rates in 1998 was not sufficient to offset the com- 
bined effects of rising debt and lower net cash income. As a 
result, use of debt repayment capacity rose to almost 59 per- 
cent in 1998. Lower income and rising debt in 1999 pushed 
this measure to almost 61 percent for the farm sector. It will 
probably approach 62 percent in 2000, as higher interest 
rates offset the effects of rising income and the negligible 
decline in debt. 


Financial Performance Varies by 
Farm Typology 


The financial condition of farm operator households and 
financial performance of farms they manage differs consid- 
erably among household units. Analysis of 1999 ARMS data 
illustrates the diversity of U.S. farm operations, as evi- 
denced by comparison of farm operator households classi- 
fied by ERS’ farm typology. This classification system 
recognizes the increasing contribution of income from off- 
farm sources to the financial well-being of farm operator 
households, especially those with limited farm sales. This 
analysis excludes nonfamily farming operations (about 
40,000 farms) since household income data were not col- 
lected for managers of those operations. 


Application of financial performance measures to operations 
in various typology classes reveals notable differences 
among farms in various typology groupings. The Economic 
Research Service has developed a financial performance 
measure that captures the combined effects of profitability 
and solvency in a single statistic (table 7). When off-farm 
income is excluded from the analysis, this overall financial 
performance measure indicates that over 62 percent of all 
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Table 7--Number of farms and financial performance classification, by farm typology group, 1999 
Small family farms 1/ 


Item Large Very large All 
Limited- Retire- Residential/ __ Farming-occupation 3/ family family farms 
resource 2/ ment 3/ lifestyle 3/__Lowersales Highersales farms 1/ farms 1/ 
Number 
Number of farms 
and households 126,920 297,566 931,561 480,441 175,370 77,314 58,403 2,147,576 
Percent 
Share of farms 
and households 5.9 13.9 43.4 22.4 8.2 3.6 247, 100.0 
Percent distribution by financial performance 

Financial performance 4/ 
Favorable 54.2 71.4 ieg) 62.0 71.4 Ant 60.6 62.1 
Marginal income 38.4 27.8 34.1 32.2 oe 14.1 13.0 30.2 
Marginal solvency d d Diese *3.4 Siz 8.6 22.4 3.5 
Vulnerable d d 2.3 4.3 6.2 3.9 4.2 

Percent distribution by typology group 

Financial performance 4/ 
Favorable 5i2 15.9 40.4 22.3 9.4 4.1 2.7 100.0 
Marginal income feS 12.8 49.0 23.9 4.1 a7, ee 100.0 
Marginal solvency d d SiS S217, Zi1k5 8.8 17.4 100.0 
Vulnerable d d 60.9 12.3 8.4 5d 26 100.0 


d = Data suppressed due to insufficient observations. * = Standard error is between 25 percent and 50 percent of the estimate. 
1/ Small family farms have sales less than $250,000. Large family farms have sales between $250,000 and $499,999. Very large family farms 


have sales of $500,000 or more. 


2/ Limited-resource farms have household income less than $20,000, farm assets less than $150,000 and sales less than $100,000. 

3/ Small farms other than limited-resource farms are classified according to the major occupation of their operators. Operators of retirement farms are retired. 
Operators of residential/lifestyle farms report a nonfarm occupation. Operators of farming-occupation farms report farming as their major occupation. 
Farming-occupation farms are further divided into low-sales (sales less than $100,000) and high-sales (sales between $100,000 and $249,999). 


4/ Financial performance classification based on farm income and debt/asset ratio: 
Favorable: positive net farm income and debt/asset ratio no more than 40 percent; 


Marginal income: negative net farm income and debt/asset ratio no more than 40 percent; 
Marginal solvency: positive net farm income and debt/asset ratio more than 40 percent; 


Vulnerable: negative net farm income and debt/asset ratio more than 40 percent. 


Source: 1999 Agricultural Resource Management Study, ERS, USDA. 


farm operator households were in a favorable financial posi- 
tion in 1999, based solely on farm income. Over 64 percent 
of small family farms managed by operators that identify 
farming as their primary occupation were classified as favor- 
able, as were over 71 percent of retirement farms. 


While about 4 percent of all farm were classified as vulnera- 
ble at the end of 1999, more than 6 percent of large family 
farms were considered in this class, as were about 6 percent 
of residential/lifestyle farms. Since over 43 percent of all 
farms are residential/lifestyle farms, these farms accounted 
for almost 61 percent of all vulnerable farm operations. 
About 30 percent of all farms are small primary-occupation- 
farming farms. About 3 percent of these were identified as 
vulnerable, and this group accounted for almost 21 percent 
of all farms classified as vulnerable. 


Over 38 percent of all limited resource farms were classified 
as being in a marginal-income position, as were 34 percent 
of residential/lifestyle farms. This is to be expected, because 
many lower sales farms do not produce profits in their farm- 
ing activities. However, residential/lifestyle farms received 
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average off-farm income of almost $88,000, suggesting that 
their financial well-being was not dependent on farm 
income (table 8). In contrast, limited resource farms — 
received, on average, about $13,000 in off-farm income. 


Standard Financial Performance 
Measures Vary by Typology 


Standard farm financial performance measures, as recom- 
mended by the Farm Financial Standards Council, reveal 
differences in farm viability of farming units in the various 
typology classes (table 9). More than 57 percent of all 1999 
farms were classified as retirement or residential/lifestyle. 
On average, these operations were able to generate positive 
net farm income in 1999, but they did not generate farm 
income sufficient to provide for positive returns to opera- 
tors’ labor and management, as evidenced by modestly neg- 
ative returns to assets and equity. 


While retirement farms appeared to exercise fairly tight cost 
control measures, on average, farm income on both retire- 
ment and residential/lifestyle farms fell short of covering 
operating expenses. However, operators of these farms 
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reported substantial off-farm household income, and Generating returns to operators’ labor and management is 


their motivation in farming may be enjoyment of rural likely to be more critical to the 37 percent of farms that are 
amenities, not maximization of returns to the labor used in classified as limited resource and small primary-occupation- 
their farming operations. Even though retirement and resi- farming farms. These operators report a greater commitment 
dential/lifestyle farms employed substantial assets and gen- of time and labor to farming, and less income from off-farm 
erated positive net earnings from their farming activities, sources. Among these typology classes, average net farm 
they relied on off-farm income to meet living expenses and income was negative only for limited resource operations, 
service farm debt obligations. but farms with sales under $100,000 reported 1999 farm 


income insufficient to provide adequate returns to operators’ 


Table 8--Selected financial performance measures, by farm typology group, 1999 


Small family farms 1/ 
Item Large Very large All 


Limited- Retire- Residential/ ___Farming-occupation 3/ family family farms 
resource 2/ ment 3/ lifestyle 3/__Lower sales Higher sales farms 1/ farms 1/ 


Dollars per farm 
Balance sheet: 


Total assets 84,102 347,772 299,855 511,853 810,706 1,230,336 2,212,028 468,385 
Total liabilities 6,613 7,002 28,389 32,531 109,313 205,558 442,799 49,322 
Net worth 77,489 340,770 271,465 479,321 701,392 1,024,778 1,769,229- 419,063 
Working capital 4/ 3,479 17,201 9,534 30,073 61,035 Umere 217,471 27,866 


Net farm income **-843 4,417 2,066 5,429 33,732 64,731 220,470 13,753 


Dollars per household 
Income measures: 


Total household income 9,534 40,643 83,788 39,764 53,322 85,685 201,206 64,347 
Off-farm income 13,114 41,991 87,796 39,892 26,621 34,598 35,572 57,988 
Family living expenses 5,922 12,144 37,230 17,609 12,998 27,638 32,905 25,073 
Percent 
Profitability measures: 
Return on assets 5/ -12.2 -1.2 + -1.6 -2.5 0)7/ 3.2 8.7 0) 
Return on equity 6/ -14.2 -1.3 -2.7 -3.2 *-0.6 1 8.4 -0.8 
Operating profit margin 7/ -96.3 -25.2 -24.7 -29.9 ao e0) 11.8 18.8 callie! 
Solvency measure: 
Debt/asset ratio 8/ 7.8 2.0 9.5 6.4 135 16:7, 20.0 10.5 
Ratio 
Repayment capacity measure: 
Debt coverage ratio 9/ 9 | eh 5.13 1.41 2.55 3.40 3.28 4.81 3.07 
Financial efficiency measures: 
Asset turnover ratio 10/ 0.13 0.05 0.07 0.08 0.21 0.27 0.46 0.16 
Operating expense ratio 11/ 1.24 1.05 Heo 0.90 0.74 0.74 0.73 0.80 
Economic cost/output ratio 12/ 2.03 1.29 1.37 137 1.03 0.94 0.85 1.05 


* = Standard error is between 25 percent and 50 percent of the estimate. ** = Standard error is between 50 percent and 75 percent of the estimate. 

1/ Small family farms have sales less than $250,000. Large family farms have sales between $250,000 and $499,999. Very large family farms have sales 
of $500,000 or more. 

2/ Limited-resource farms have household income less than $20,000, farm assets less than $150,000 and sales less than $100,000. 

3/ Small farms other than limited-resource farms are classified according to the major occupation of their operators. Operators of retirement farms are retired. 
Operators of residential/lifestyle farms report a nonfarm occupation. Operators of farming-occupation farms report farming as their major occupation. 
Farming-occupation farms are further divided into low-sales (sales less than $100,000) and high-sales (sales between $100,000 and $249,999). 

4/ Working capital = current assets - current liabilities. 

5/ Return on assets = (net farm income + interest - charge for unpaid operators = labor and management ) / total assets. 

6/ Return on equity = (net farm income - charge for unpaid operators = labor and management ) / net worth. 

7/ Operating profit margin = (net farm income + interest - charge for unpaid operators = labor and management ) / gross farm income. 

8/ Debt / asset ratio = total liabilities / total assets. 

9/ Debt coverage ratio = (net farm income + off-farm income + depreciation + interest - estimated income tax expense - family living expenses) / (scheduled 
principal and interest payments). 

10/ Asset turnover ratio = gross farm income / total assets. 

11/ Operating expense ratio = total cash operating expenses / gross cash farm income. 

12/ Economic cost / Output ratio = (total cash operating expenses + benefits + charge for unpaid operators = labor and management ) / gross farm income. 


Source: 1999 Agricultural Resource Management Study, ERS, USDA. 
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Table 9--Debt repayment capacity utilization calculation, by farm typology group, 1999 
Small family farms 1/ 


Item Large Very large All 
Limited- Retire- Residential/ __ Farming-occupation 3/ family family farms 
resource 2/ ment 3/ lifestyle 3/_Lowersales Highersales farms 1/ farms 1/ 
Number 
Number of farms 126,920 297,566 931,561 480,441 175,370 77,314 58,403 2,147,576 
Number of farms with debt 29,680 47,692 406,349 195,544 126,287 58,895 45,458 908,907 
Percent 
Share of farms with debt 23.4 16.0 43.6 40.5 72.0 76.2 77.8 42.3 
Dollars per farm 
Net farm income **_843 4,417 2,066 5,429 33,732 64,731 220,470 Woes 
Income for debt coverage 4/ 8,552 30,615 38,915 28,952 63,312 95,289 251,641 43,549 
Principal/interest payments 1,056 1,101 4,084 4,665 15,871 32,134 62,354 7,178 
Debt coverage margin 5/ 7,496 29,514 34,831 24,287 47,442 63,156 189,287 36,370 
Maximum loan payment 6/ 9,972 28,482 41,714 30,041 55,699 90,000 219,640 43,112 
Maximum feasible debt 7/ 51,992 149,795 218,319 160,153 295,171 475,722 1,151,981 226,915 
Total liabilities 6,613 7,002 28,389 SZ 109,313 205,558 442,799 49,322 
Percent 
Debt repayment capacity 
utilization (DRCU) 8/ eet 4.7 13.0 20.3 37.0 43.2 38.4 eile 
Number 
Number with DRCU greater 
than 1.2 20,409 23,227 126,098 64,339 29,708 16,820 10,873 291,475 
Percent 
Farms with DRCU greater 
than 1.2: 
Share of all farms 16.1 7.8 Seo, 13.4 16.9 21.8 18.6 13.6 
Share of farms with debt *68.8 48.7 31.0 Son 23.5 28.6 23.9 Sent 
Share of debt BA7L3 225.5 26.1 32.6 S5a/. 40.0 30.8 oes 


* = Standard error is between 25 percent and 50 percent of the estimate. ** = Standard error is between 50 percent and 75 percent of the estimate. 

1/ Small family farms have sales less than $250,000. Large family farms have sales between $250,000 and $499,999. Very large family farms have sales of 
$500,000 or more. 

2/ Limited-resource farms have household income less than $20,000, farm assets less than $150,000 and sales less than $100,000. 

3/ Small farms other than limited-resource farms are classified according to the major occupation of their operators. Operators of retirement farms are retired. 
Operators of residential/lifestyle farms report a nonfarm occupation. Operators of farming-occupation farms report farming as their major occupation. 
Farming-occupation farms are further divided into low-sales (sales less than $100,000) and high-sales (sales between $100,000 and $249,999). 

4/ Income for debt coverage = net farm income + off-farm income + depreciation + interest - estimated income tax expense - family living expenses. 

5/ Debt coverage margin = income for debt coverage - principal and interest payments. 

6/ Maximum loan payment is that which could be made while maintaining a debt coverage margin of 1.25. Maximum loan payment = 80 percent of income 
for debt coverage. 

7/ Maximum feasible debt is the maximum of 1) that loan which could be repaid with the maximum loan payment at 1998 ARMS reported average interest 
rate over a 7-year loan term, 2) 10 percent of net worth, or 3) $100. 

8/ Debt repayment capacity utilization = total liabilities / maximum feasible debt. DRCU measures the extent to which the farm operation is utilizing its 
capacity to service debt from current income. 


Source: 1999 Agricultural Resource Management Study, ERS, USDA. 


labor and management. These farming units generated nega- 
tive operating profit margins, did not cover the full eco- 
nomic costs of production, and reported negative returns to 
assets and equity. Limited resource farms generally operate 
with small asset bases, use little debt financing, and gener- 
ate fairly low levels of income. Moreover, relatively low lev- 
els of working capital suggest that these operations have 
little cushion for financial emergencies. While the debt/asset 
ratio for these farms is slightly below the average for all 
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farms, they are generally too small to operate efficiently, 
but, on average, total household income is adequate to cover 
their relatively low family living expenses. 


In 1999, operators indicating farming as their primary occu- 
pation were likely to manage farms that, on average, gener- 
ated sufficient income to cover operating expenses. 
However, these operations did not produce enough revenue 
to meet the full economic costs of production. These farms 
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reported higher average working capital and household off- 
farm income to contribute to family living expenses and to 
augment farm income shortfalls. 


Farms with sales of $250,000 or more appear to be viable 
self-sustaining economic units. They own assets averaging 
more than $1,000,000, have manageable debt levels, gener- 
ate sufficient farm income to cover operating expenses and 
economic costs, and record reasonable rates of return on 
assets and equity. While over 26 percent of very large farms 
report debt/asset ratios exceeding 40 percent, this class gen- 
erates average operating profit margins of almost 19 percent. 
While farm households in these classes received average 
1999 off-farm income of almost $36,000, the majority of 
their income is from farm sources. 


Farm Typology Groups Use Differing 
Levels of Debt Repayment Capacity 


Data collected in the 1999 ARMS provide for a more 
detailed analysis of debt repayment capacity utilization 
(DRCU), allowing the influence of off-farm income, family 
withdrawals (living expenses), and payment of estimated 
income taxes to be included in the calculation of income 
available for debt coverage. The maximum principal and 
interest payment that a farmer could make based on that 
income, and the maximum loan that the payment could ser- 
vice, can be estimated more precisely for each ARMS 
respondent. Comparison of actual total liabilities with maxi- 
mum debt supportable by income from all sources gives a 
more comprehensive measure of each respondent’s individ- 
ual DRCU. This analysis does not include any nonfarm debt 
owed by the farm operator’s household. 


Including the contribution of off-farm income to farm debt 
service, DRCU averaged 31 percent for all farms in 1999. 
Retirement farms owed less than 5 percent of the debt that 
they could service with current income from all sources, 
while DRCU for limited-resource operations averaged almost 
13 percent. DRCU for farms reporting the operator’s primary 
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occupation as farming averaged less than 37 percent, and that 
of very large farms averaged less than 38 percent. 


Farms can often meet short-term income shortfalls with sav- 
ings and through orderly liquidation of assets. However, if 
DRCU exceeds 1.2 (meaning that the operation owes 20 
percent more debt than can be serviced with current 
income), the operation may experience difficulty in meeting 
debt service obligations. About 32 percent of the operations 
reporting debt outstanding at the end of 1999 had DRCU 
greater than 1.2, and these farms also owed about 32 percent 
of all debt. Almost 69 percent of indebted limited-resource 
farms were in this high-debt group, but these farms owed 
about 47 percent of all debt reported by this typology class. 
Lower sales small primary-occupation-farming operations 
had a slightly higher share of farms in the high DRCU class, 
while higher sales small farms, and large and very large 
farms had a slightly lower share of farms in this group. 


Comparison of 1998 and 1999 ARMS data indicates that the 
number of family farms in the high DRCU group rose 
slightly in 1999 (fig. 17), and the percentage of total farm 
debt owed by high DRCU operations (fig. 18) declined. 
These results suggest that, while the number of farms with 
high DRCU has not decreased substantially, these operations 
are, on average, reducing their outstanding debt balances. 
Results for the higher sales primary-occupation-farming 
group indicated that, while the percent of indebted farms 
with DRCU > 1.20 declined from 32 percent in 1998 to less 
than 23 percent in 1999, the share of debt held by these high 
DRCU operations declined from 52 percent of debt to less 
than 36 percent. Conversely, among retirement farms the 
number of high DRCU farms increased from 28 percent of 
indebted farms in 1998 to almost 49 percent in 1999, but the 
share of debt owed by these operations fell from 48 percent 
in 1998 to less than 26 percent in 1999. These results sug- 
gest that relatively low 1999 commodity prices had not, 
through the end of the year, hurt either the financial perfor- 
mance of farm operations or their ability to service debt. 
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Figure 17 
The share of indebted farms with potential repayment problems (DRCU > 1.20) 
rose slightly during 1999...... 7 
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Figure 18 
aught but the share of debt owed by operations with (DRCU > 1.20) declined 
for all typology classifications 
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Enterprise Costs and Returns 


Production Costs Changed Little in 1999, But Lower Commodity 


Prices Cut Most Returns 


Input costs were similar between 1998 and 1999, while crop prices were significantly lower. 
Livestock producers paid less for feed, but hog and milk prices were also down. 








Aggregate prices paid for farm production inputs were virtu- 
ally unchanged between 1998 and 1999, but varied for indi- 
vidual items. Average fuel prices rose about 11 percent, 
although much of this increase was after most tillage and 
planting operations for 1999 were completed. Feeder live- 
stock prices were up about 8 percent while agricultural wage 
rates were 5 percent higher. Offsetting these were a 9-percent 
decline in feed prices and 6-percent lower fertilizer prices. 


Crop prices dropped significantly between 1998 and 1999 
while crop yields were similar in both years. Average feed 
grain and hay prices were down about 14 percent, while cot- 
ton prices fell 21 percent. With stable input prices and crop 
yields, lower output prices caused net returns (excluding any 
receipts of Government payments) to fall for nearly all 
major field crops. Livestock producers paid less for feed, but 
also saw prices for barrows and gilts fall 12 percent while 
milk prices dropped 7 percent, causing returns to fall for 
these producers as well. However, returns improved among 
feeder pig and feeder cattle producers as average feeder pig 
prices surged nearly 30 percent higher and feeder cattle 
prices rose 6 percent. 


Low Commodity Prices in 1999 


With relatively stable input costs and yields for most com- 
modities, the major determinant of commodity returns in 
1999 was the substantially lower commodity prices. Returns 
to corn, soybeans, cotton, and wheat at various prices illus- 
trate this situation (table 10). Market prices for these crops 
in 1999 were substantially below the 5-year average, run- 
ning more than 20 percent less for these commodities and 
continuing their downward trend from highs in 1996. Both 
the 1999 harvest and marketing year average (MYA) prices 
were also at or below the 1999 loan rate, providing a strong 
incentive for producers to utilize features of the marketing 
loan program. Loan deficiency payments were substantially 
higher for these crops in 1999 than in previous years. 

_ Soybean and cotton producers benefited the most from the 
marketing loan program with returns to soybeans about $20- 
$30 per acre higher than on the market, and returns to cotton 
about $28-$40 higher. Also, relatively higher returns at the 
loan rate for soybeans versus other crops suggests an incen- 
tive to plant more soybeans on operations where these crops 
could be substituted in the crop mix. 
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_ The Cost and Return Accounts 


The cost and return accounts are the latest in an 
annual series of estimates dating back to 1975 le 
http: /iwww. ers.usda. gov/briefing/farmincome/data. htm). 
The annual estimates are based on producer surveys 
conducted every 5-8 years for each commodity. and 
. updated each year with estimates of annual price, 
acreage, and production changes. This essentially fixes 
the technology that underlies the 1998 and 1999 
accounts to that used in the most recent survey on 
_ The most recent survey year for each commodity is _ 
1998 for hogs and wheat; 1997 for soybeans and cot- 
ton; 1996 for corn, cow-calf, and flue-cured tobacco; _ 
1995 for grain sorghum, peanuts, and burley tobacco; 
1994 for oats, 1993 for milk, and 1992 for rice, sugar 
_ beets, and barley. Estimates made in the survey year _ 
should be regarded as the most reliable because they 
reflect both prices and technologies actually usedon 
_ the commodity. The reliability of estimates in nonsur- __ 
vey years likely varies for each commodity by the 
_ degree of technical and structural change hat Bee & 
occurred since e the last survey. - 


: The theoretical ae accounting methods used for 
estimating | the costs and returns are being revised to 
conform with standards recommended by the American 
Agricultural Economics Association (AAEA) Task 
Force on Commodity Costs and Returns. Accounts 
published according to the recommendations were frst 
presented last year for corn, soybeans, cotton, peanuts, 
o ao sorghum, and cow- calf. ‘This ee the accounts 


accounts published in the new ope are presented 
using ERS’ Farm Resource Regions, which provide a 
consistent ‘regional delineation across the commedides 
Accounts for the other commodities will be converted 
to comply with the Task Force recommendations and _ 
new regional delineation as they are surveyed in the 
future. Surveys of rice, sugar beet, and milk producers S 
are being developed for 2000. 





Agricultural Income and Finance/AIS-75/September 2000 ™@ 25 


Table 10--Returns above operating costs at various prices, 1999 


Commodit Unit 
1999 Loan rate 

Corn $/bu. 1.89 
Soybeans $/bu. 5.26 
Wheat $/bu. 2.58 
Cotton $/Ib. 0.52 
Corn 135 bu. 101.66 
Soybeans 40 bu. 134.07 
Wheat 38 bu. 43.03 
Cotton 584 Ibs. 58.95 


1/ Agricultural Prices —- 1999 Summary. NASS/USDA. 
2/ Marketing and storage costs were not deducted. 


Cost and Returns Highlights for Crops 


The value of corn production fell about $33 per acre as sev- 
eral consecutive years of high corn yields, along with plenti- 
ful corn stocks, prompted a decline of 22 cents per bushel in 
the 1999 harvest-period price (appendix table 5). Operating 
costs per planted corn acre in 1999 totaled $154, about the 
same as in 1998. With lower prices and little change in 
costs, returns above operating costs declined $31 per acre. 
The total cost of corn production exceeded the harvest- 
period value of corn production by $130 per planted acre in 
1999, a rise of $35 per acre from 1998. Breakeven analysis 
reveals that $1.14 per bushel was needed in 1999 to cover 
corn operating costs, while $2.67 per bushel was needed to 
cover total corn production costs. 


Returns above corn operating costs were positive in all 
regions, but total costs were not covered in any region. Only 
in the Southern Seaboard were 1999 net returns from corn 
production higher than in 1998. Although producers in the 
Southern Seaboard suffered from droughts in both 1998 and 
1999, their 1999 corn yields were up 19 bushels per acre, 
but still below yields in 1996 and 1997. Producers in the 
Prairie Gateway had the smallest decline in net returns per 
acre due to a small increase in 1999 corn yields, while the 
Eastern Upland yield declined by 17 bushels per acre, push- 
ing returns down the most among regions. 


Soybean yields were down about 8 percent nationwide from 
high yields in both 1997 and 1998 due to drier summer 
weather (appendix table 6). Most of the reduction occurred 
in the Heartland, Eastern Uplands, and Southern Seaboard 
regions. Only the Mississippi Portal, which has the lowest 
average yield among all of the regions, had no change in 
yield. A build-up of stocks in 1998 and 1999 contributed to 
lower prices. In 1999, average soybean prices reached the 
lowest level since the mid-1980’s. The combination of lower 
yields and sharply lower harvest-period prices reduced the 
1999 estimate of gross value of production by 37 percent 
from 1997, and 21 percent from 1998. 
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Price 
1999 Harvest 1999 MYA 1/ 5-year MYA 
1.69 1.90 2.45 
4.45 4.75 6.04 
2.48 ZS 3.49 
0.47 0.45 0.63 
Returns above operating costs 2/ 
Dollars per acre 

74.66 103.01 176.72 
101.67 113.67 165.43 
39.23 41.89 77.46 
30.22 17.96 125.65 


A modest decline in operating costs in 1999 was substan- 
tially outweighed by the huge drop in soybean prices so that 
returns above operating costs fell 5O percent from 1997, and 
30 percent from 1998. Total costs increased slightly in 1999, 
reflecting higher costs for land and labor. The value of pro- 
duction at harvest less total costs dropped from about -$24 
per acre in 1998 to -$73 in 1999. This compares with a 
return of about $33 per acre in 1997. A price of $1.91 per 
bushel was needed to breakeven on operating costs in 1999, 
while $6.23 soybeans were needed to cover total costs. 


Low wheat prices encouraged producers to reduce wheat 
acreage in 1999 by 5 percent from 1998, and 11 percent 
from 1997 (appendix table 7). The 1999 harvest-period 
wheat price was down 20 cents per bushel, about 7 percent, 
from 1998, and was substantially lower than in earlier years. 
Lower wheat prices, and a decline in the average yield, 
dropped the value of wheat production by 14 percent. 
Operating costs fell 4 percent to $55 per acre due to a 
decline in seed, chemical, and fertilizer expenses. However, 
total cost increased by 3 percent to $171 per acre due to 
higher overhead expenses. This left average U.S. returns 
over operating costs of $43.27, down 24 percent from the 
previous year. 


Among the wheat regions, returns over operating costs var- 
ied from $13.51 per acre in the Southern Seaboard to 
$116.66 in the Northern Crescent. Relatively higher grain 
yields and the high value of straw contributed to more value 
from the wheat crop in the Northern Crescent. Wheat price 
at harvest time covered the operating costs in every region. 
The breakeven price for operating costs averaged $1.43, 
ranging from $1.10 per bushel in the Northern Crescent to 
$2.08 in the Southern Seaboard. To cover total costs, farm- 
ers needed a price ranging from $3.15 in the Northern 
Crescent to $4.96 per bushel in the Northern Great Plains, 
compared with regional wheat prices ranging from about 
$2.00 to $2.84 per bushel. 
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Area planted to cotton rose almost 1.5 million acres above 
1998 levels and 1 million acres above 1997. Total lint pro- 
duction, while below 1997 levels, was 3 million bales 
higher. Growers in Arizona, California, Louisiana, and 
Missouri had large yield increases over 1998. Pima produc- 
tion was up 57 percent in 1999, the largest crop on record. 
The U.S. average cotton yield was up more than 20 percent 
from 1998 to 1999 (appendix table 8). 


Large stocks worldwide coupled with rising production 
caused lint prices to fall substantially during 1999, exhaust- 
ing step 2 funding. Step 2 funding was re-authorized to 
shore up domestic prices in October. Growers saw the gross 
value of their crop fall by about 12 percent as a result of 
lower prices. Cotton production costs were up about 6 per- 
cent from 1998 to 1999, due mainly to the additional costs 
of ginning the higher cotton yields. Although returns above 
total costs were negative in all regions, growers in all 
regions were able to cover their operating costs. The 
breakeven price to cover operating costs was 42 cents per 
pound and 84 cents for total costs. The U.S. average har- 
vest-period lint price was 47 cents per pound in 1999. 


Costs and returns for other major U.S. field crops tended to 
follow the same pattern as those above (appendix tables 9-15). 


Cost and Return Highlights for Livestock 


U.S. milk production rose more than 3 percent in 1999, yet 
milk prices were at a record high in 1998 and well above the 
decade’s average in 1999. However, milk prices dropped 
sharply late in 1999. The gross value of milk production in 
1999 fell about 7 percent from a year earlier (appendix table 
16). Lower concentrate feed prices and ample supplies of 
alfalfa hay were primarily responsible for a 10-percent drop 
in total feed costs and a 5-percent drop in total cash 
expenses. The net result being that 1999 U.S. average 
~ returns over cash expenses declined about 10 percent from 
1998; from $3.42 to $3.10 per hundredweight of milk sold. 
Average returns over cash expenses also declined in four out 
of the six regions. Only in the Southeast and Southern 
Plains regions did total feed costs and cash expenses drop 
enough for returns to increase, about 6 percent and 10 per- 
cent, respectively. 


Market hog (barrows and gilts) prices in 1998 were as high 
as $43 per cwt at mid-year, but fell to around $15 by year’s 
end. Hog prices improved from this record low, but stayed 
only in the mid-$30 per cwt range throughout 1999. In con- 
trast, feeder pig prices improved from a low near $50 per 
cwt at the end of 1998 to average more than $75 during 
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1999. Thus, while the value of market hogs was down about 
12 percent between 1998 and 1999, feeder pig prices moved 
nearly 30 percent higher. Hog producers benefited from 
lower feed costs in 1999 as corn prices fell below $2.00 per 
bushel and the price of soybean meal was nearly 15 percent 
lower (appendix table 17). Despite lower feed costs, average 
returns to hog production were down in 1999 among all 
U.S. producers and among producers in most regions. 


Lower market hog prices were offset by lower feed prices so 
that returns to farrow-to-finish production were almost 
identical in both 1998 to 1999 among producers in all 
regions (appendix table 18). Feed costs were down 14 per- 
cent among all farrow-to-finish producers. With annual aver- 
age market hog prices in the low- to mid-$30 range, most 
producers were able to cover feed and other operating costs 
during 1999, but as in 1998, few farrow-to-finish operations 
covered total costs. However, higher feeder pig prices and 
lower feed costs in 1999 dramatically improved returns 
among farrow-to-feeder pig producers from 1998 (appen- 
dix table 19). Total costs of feeder pig production were sig- 
nificantly lower in the Southern Seaboard than in other 
regions because these very large operations were consider- 
ably more cost efficient with regard to labor and capital 
resources. In contrast, the combination of lower market hog. 
prices and higher feeder pigs prices sent returns among 
feeder pig-to-finish producers much lower in 1999 (appen- 
dix table 20). With market hog prices in the mid-$30 range, 
many hog finishers were not able to cover operating costs in 
1999. Among the regions, costs were lower in the southern 
regions, particularly in the Southern Seaboard where lower 
overhead costs for labor and capital are indicative of the 
much larger operations. 


Cow-calf producers benefited in 1999 from the strongest 
cattle prices since 1993. With large grain supplies and low 
grain prices, feedlots were able to offer top dollar for cattle 
and maintain favorable gain costs. Fed cattle prices were up 
$4 per cwt from a year earlier, while yearling feeder cattle 
prices rose nearly $5 per cwt in 1999 (appendix table 21). 
The number of heifers on feed was up 11 percent from 
1998, while the number of steers was up 6 percent. 


Drought created poor forage conditions in much of the 
south, and some producers had much of their potential 
profits evaporate in higher forage costs. In many areas, pro- 
ducers were forced to reduce herd inventories as forage 
supplies declined. In some areas, ponds were extremely 
low. Moisture levels must improve before cattle inventories 
can begin to stabilize and benefit from continued favorable 
grain prices. 


Agricultural Income and Finance/AIS-75/September 2000 @ 27 


























28 @ Agricultural Income and Finance/AlS-75/September 2000 Economic Research Service/USDA 





1999 Agricultural Resource Management Study Survey Analysis 


Sixty-Eight Percent of Farm Businesses Entered 2000 ina 


Financially Favorable Position 


In USDA’s most recent financial survey, farmers and ranchers reported the highest share of 


operations in a favorable situation since 1992. 





Agriculture is a diverse sector represented by a complex mix 
of business enterprises. Results presented in previous sec- 
tions of this report have applied to the U.S. farm sector and 
its 2,187,000 farms and ranches. The following discussion 
relates to the 511,619 operations that reported gross agricul- 
tural sales of $50,000 or more in 1999. These farm busi- 
nesses generate the majority of economic activity in the 
sector. The Economic Research Service, in collaboration 
with USDA’s National Agricultural Statistics Service, con- 
ducts an annual survey of farm and household finances. 
Since 1986, results of this survey have been used to estab- 
lish estimates of farm financial position, considering both 
net income and the degree of indebtedness. Results reported 
here are designed to highlight the diversity of financial 
problems and characterize their seriousness based on a com- 
prehensive review and audit of financial statements prepared 
from farms responding to the survey. The most recent sur- 
vey results are for calendar year 1999. 


Overall Financial Performance 


On January 1, 2000, USDA classified 4.5 percent of farm 
businesses as being in a vulnerable financial position based 
on their combined net farm income and debt/asset ratios 
(fig. 23). The share of vulnerable farms was similar to a 
year earlier when 5.1 percent were considered financially 
vulnerable. The share of farm businesses considered to be in 
a favorable financial position increased by 4 percentage 
points reaching 68.4 percent, the highest share of financially 
favorable farms since 1992. 


From a regional perspective, the largest increase in the share 
of favorable farm businesses occurred for farms located in the 
Eastern Uplands (13 percentage points), Northern Crescent (8 
percentage points), and the Prairie Gateway (7 percentage 
points). The percentage declined in the Southern Seaboard 
region. Compared with other regions, the Mississippi Portal 
had the lowest proportion of farm businesses in a favorable 
financial position at 57 percent (fig. 24). The Basin and Range 
and Mississippi Portal regions began 2000 with the highest 
shares of financially vulnerable farm businesses; both at 7.4 
percent. In the previous 2 years, the Prairie Gateway and 
Northern Great Plains regions were in this situation. 
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Figure 23 
Distribution of farm businesses by overall 
financial performance, 1996-99 
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Source: Agricultural Resource Management Study, ERS,USDA. 


The largest increases in the proportion of financially favor- 
able farms were exhibited by farm businesses specializing in 
the production of fruit and tree nuts (up 16 percentage 
points), vegetables (up 16 percentage points), and hogs (up 
13 percentage points). Only 57 percent of hog farms were 
classified in a favorable financial position at the beginning 
of 2000, which was the lowest among farm types. In con- 
trast, 83 percent of tobacco and 79 percent of dairy farms 
had favorable financial positions. Among farm types, poul- 
try farms had the highest percentage of financially vulnera- 
ble farms at the beginning of 2000. 


Older farm operators, in general, had higher shares of finan- 
cially favorable and lower shares of financially vulnerable 
farms, compared with younger operator age classes. For 
most age classes, the share of operators with favorable 
financial performance increased in 1999 compared with 
1998. A notable exception is the under-35 age class, where 
the share of farm businesses considered financially favorable 
declined by 3 percentage points. 
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Figure 24 

Distribution of farm businesses in the 
Mississippi Portal region by overall 
financial performance, 1996-99 
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Source: Agricultural Resource Management Study, ERS,USDA. 


Farm Business Income 


The most,comprehensive measure of farm business earnings, 


net farm income, was similar to 1998’s average for all farm 
businesses at $57,706 (table 11). Average gross cash income 
declined by more than $20,000, the first such decline in sev- 
eral years. While livestock sales were similar with the previ- 
ous year, crop sales fell by more than $28,000. Higher 
government payments helped to offset some of the decline 
in crop sales, rising from $14,694 per farm in 1998 to 
$25,557 in 1999. 


Farm costs were also lower in 1999, with cash expenses 6 
percent below the 1998 average. Among variable cash 
expenses, outlays for seed, fertilizer, chemicals, and fuels 
were lower than in 1998. Lower interest expense and a 
decline in rent and lease expenses contributed to lower 
average fixed costs. The share of commercial farm busi- 
nesses that had positive net farm income increased from 75 
percent in 1998 to 78 percent in 1999, approaching 1996’s 
high of 79 percent. The lowest percentage during the 
1990’s was for 1995 when 71.6 percent of farm businesses 
reported positive income. 


Higher government payments were important to maintaining 
or in some cases improving average net farm income for 
cash grain, soybean, and cotton farms in 1999. Average net 
farm income declined for tobacco, vegetable, and nursery 
and greenhouse operations. Average net farm income 
declined between 1998 and 1999 in the Northern Crescent, 
Southern Seaboard, Fruitful Rim, and Basin and Range 
regions. At the beginning of 2000, only three regions had 
more than 25 percent of farm businesses with negative net 
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farm income: the Basin and Range (34 percent), the 
Mississippi Portal (30 percent), and the Southern Seaboard 
(28 percent). 


Farms that specialized in the production of cattle had the 
highest proportion (30 percent) of farm businesses with neg- 
ative net farm income in 1999. Other field crop (29 percent) 
and nursery and greenhouse (26 percent) were the other 
farm types with a relatively high share of farms with nega- 
tive net farm income. 


For all age classes, the share of farm operators with negative 
net income decreased from 1998. Compared to other age 
classes, operators under 35 had the highest share of farm 
businesses with positive net farm income (82 percent). 


Regional Outlook for 2000 


Nationally, 2000 net cash income for farm businesses is 
forecast down 5 percent from 1999, and up 1 percent from 
the 1995-99 average (fig. 25). While the additional revenue 
from government payments improved the financial outlook 
for most U.S. farms, cash-flow problems may arise for farm 
businesses in the Fruitful Rim, Southern Seaboard, Basin 
and Range, and the Mississippi Portal regions, where at 
least one in four farm businesses are expected to have nega- 
tive net cash income. In the Fruitful Rim, higher expenses 
for fuel and labor more than offset minor increases in 
receipts. In the Basin and Range region, higher fuel costs 
and lower crop receipts contribute to the expectation of 
lower average net cash income. The combination of low 
commodity prices and higher expenses (principally for fuel, 
labor, fertilizer and chemicals) intensifies cash-flow prob- 
lems for the Mississippi Portal region. 


Commodity Specialization 
Outlook for 2000 


Net cash income for cattle operations could rise 14 percent 
as higher cattle prices more than offset higher expenses. 
Hog farms will see the highest gains in average net cash 
income, forecast up 46 percent over 1999. Higher hog prices 
will overcome higher expenses. Dairy operations will face a 
cost price squeeze resulting from lower milk prices and 
higher expenses. Average incomes are expected to fall 12 
percent this year. In 2000, farms specializing in tobacco/cot- 
ton/peanuts and vegetables/fruits/nursery and greenhouse 
(more than 50 percent of gross sales from these crops) will 
be affected more than any other major commodity farms, 
with average net cash income dropping 21 percent. 
Increases in fuel and labor expenses result in a 16-percent 
decline in average net cash income for general crop farms. 
For most farm types, the share of businesses with negative 
net cash income is expected to be higher than in 1998. The 
largest increase in farms with cash-flow problems is 
expected for tobacco, cotton, and peanuts. 















































Economic Research Service/USDA : 


Table11--Financial data for farm businesses, 1996-99 1/ 


Item 1996 
Income statement: 
Gross cash income 266,523 
Livestock sales 92,240 
Crop sales 140,221 
Government payments 8,701 
Other farm-related income 25,361 
Total cash expenses 202,869 
Net cash farm income 63,654 
Net farm income 55,384 
Balance sheet: 
Farm assets 909,095 
Farm liabilities 154,752 
Farm equity 754,343 
Financial ratios: 
Current ratio 2.61 
Working capital-to-expense ratio (%) 47.18 
Debt/asset ratio 0.17 
Rate of return on assets (%) 3.82 
Rate of return on equity (%) 2.68 
Operating profit margin (%) 12.32 
Term debt coverage ratio 0.039 
Asset turnover ratio 0.31 
Operating expense ratio (%) 76.12 
Economic cost-to-output ratio (% 91.79 


1/ Farm businesses are those operations with $50,000 or more of gross farm sales. 


Source: 1999 Agricultural Resource Management Study, ERS, USDA. 


Farm Business Balance Sheet 


The financial position of commercial farms as measured by 
the balance sheet has slowly improved during the last 5 
years. The share of highly leveraged farm business reached 
the lowest level since 1992 with only 3.6 percent of farms 
having a debt/asset ratio above 0.70 and only 10.9 percent 
with a debt/asset ratio between 0.40 and 0.70. Average lia- 
bilities of farms with gross sales of $50,000 or more 
decreased by $17,000 to $153,332 reversing the previous 
year’s increase. There was a small decline in total farm 
assets from 1998 to $1,067,523. Most of the decline is 
attributable to lower values for current farm assets such as 
crop and livestock inventories. Average current assets 
declined $24,000 in 1999. The average value of land and 
buildings increased by 3 percent from 1998 to $716,730, 
while the average value of farm machinery fell by $13,000, 
returning to levels of 1997. The Heartland and Northern 
Crescent were the only regions that had an increase in the 
value of total assets from 1998. 


Despite lower asset values, the decline in farm debt helped 
to raise average farm business equity to $914,191. Average 
farm business debt declined between 1998 and 1999 in 
every region except the Heartland. The decline was substan- 
tial (at least $25,000 per farm) in most of the regions where 
debt fell. The exceptions were in the Northern Crescent and 
Prairie Gateway. 
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1997 1998 1999 
Dollars per operation 

283,055 306,356 284,651 
102,472 105,060 104,745 
136,068 142,400 113,971 
8,483 14,694 25,557 
36,033 44,203 40,379 
217,013 227,758 214,212 
66,042 78,597 70,440 
63,318 57,706 57,679 
923,585 1,078,557 1,067,523 
157,466 170,728 153,331 
766,118 907,829 914,191 
2.53 2.70 2.66 
39.60 45.09 40.33 
0.17 0.16 0.14 
4.16 3.26 3.09 
3.07 2.04 1.95 
12.70 11.25 11.07 
0.041 0.038 0.040 
0.33 0.29 0.28 
76.67 74.34 5teo 
91.98 92.92 93.60 


Average farm business debt declined between 1998 and 
1999 for all farm types except those that specialized in the 
production of soybeans and hogs. Debt/asset ratios declined 
with operator age class, as older farmers are less leveraged 
than younger farmers. For example, only 4 percent of opera- 
tors aged 65 and over had debt/asset ratios greater than 0.4, 
while 28 percent of operators less than 35 years old had 
debt/asset ratios greater than 0.4. 


Farm Business Financial Ratios 


Financial ratios are used to measure key aspects of business 
performance such as liquidity, solvency, profitability, and 
financial efficiency. There was a small deterioration in 1999, 
on average, in farm business liquidity with a decrease in the 
current ratio and a drop in the amount of working capital 
relative to farm expenses. Solvency improved with a contin- 
uation of the recent trend of declining debt/asset ratios. The 
average debt/asset ratio of 0.14 in 1999 set a new decade 
low for farm businesses. Profitability as measured by the 
average rate of return on assets and equity was similar to 
1998, but well below the highs of 1997. 


There was a negative relationship between farm size and 
solvency with the largest farms (more than $1,000,000 in 
gross sales) having an average debt/asset ratio of 0.20 com- 
pared with 0.09 for the smallest farm businesses in 1999. 
The opposite situation occurred for profitability, with the 
average rate of return on assets estimated at 10 percent for 
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Figure 25 


Projected change in average farm business net cash income, 1999-2000 


Northern Great Plains 1% 


the largest farms and -1 percent for the smallest. Average 
farm business profitability as measured by the rate of return 
on assets improved for every region in 1999 except the 
Northern Crescent, Southern Seaboard, Fruitful Rim, and 
Basin and Range. Farm business located in the Fruitful Rim 
and Prairie Gateway regions had the highest average rate of 
return on assets, each at 4.5 percent. Profitability rebounded 
to more normal values from the low levels experienced in 
1998 for soybean, cotton, and hog farms. Financial effi- 
ciency as measured by the operating expense ratio ranged 
from 0.63 for poultry farms, the most financially efficient 
farm type, on average, to 0.85 for both vegetable and other 
livestock farms in 1999, 


Farm Business Debt 
Repayment Capacity 


Government payments played an important role in main- 
taining the debt repayment ability of U.S. farm businesses 
in 1999. Average debt repayment capacity use (DRCU) by 
farms with sales of $50,000 and more fell to 35 percent in 
1999, down 3 percentage points from 1998 and identical to 
1997’s. With reduced incomes, maximum feasible debt fell 
to $437,128 compared with $450,000 for the previous 2 
years. Reductions in debt outstanding more than made up 
for the deterioration in cash-flow and helped lower the 
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Northern Crescent 12% 
of : 
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Mississippi Portal -15% 


DRCU. In 1999, the share of farm businesses with extreme 
debt repayment problems (DRCU > 2.4) fell to 7.6 per- 
cent. At the other extreme, the proportion of farm business 
with debt repayment capacity utilization of 40 percent or 
less improved to 60.4 percent, one of the highest levels of 
the 1990’s. 


The Northern Crescent and Southern Seaboard were the 
only regions where average DRCU did not decline between 
1998 and 1999. For 1999, the average DRCU ranged from 
23 percent in the Mississippi Portal to 42 percent in the 
Heartland region. 


Hog (22 percentage points) and soybean (13 percentage 
points) farms had the largest year-to-year decline in average 
debt repayment capacity utilization. Poultry farms had the 
highest average DRCU among farm types at 54 percent. The 
share of farm businesses with DRCU under 40 percent 
increase for all sizes of farms in 1999 except for the largest 
($1,000,000 or more in gross sales). The distribution of 
farms by debt repayment capacity improved dramatically in 
the Northern Great Plains and Prairie Gateway regions in 
1999. The Basin and Range was the only region where the 
share of farms with extreme debt repayment problems 
(DRCU > 2.4) increased. 
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Appendix table 1--Deriving farm operator household income estimates from the Agricultural Resource Management Study (ARMS) | 


that are consistent with Current Population Survey (CPS) methodology, 1995-20001/ 











1995 1996 1997 1998 1999P 2000F 
Dollars per farm 
Net cash farm business income 2/ 11,218 13,502 12,676 14,357 13,194 n.a. 
Less depreciation 3/ 6,795 6,906 6,578 7,409 7,027 n.a. 
Less wages paid to operator 4/ 522 531 513 637 499 n.a. 
Less farmland rental income 5/ 769 672 568 543 802 n.a. I 
Less adjusted farm business income due to other household(s) 6/ 649 1,094 1505 fMpooe 1,262 n.a. 
| 
Dollars per farm operator household 
Equals adjusted farm business income 2,484 4,300 3,513 4,436 3,603 n.a. 
Plus wages paid to operator 522 531 513 637 499 n.a. 
Plus net income from farmland rental 7/ 1,053 1,178 945 868 Wot na. 
Equals farm self-employment income 4,059 6,009 4,971 5,941 5,415 n.a. 
Plus other farm-related earnings 8/ 661 1,898 1,234 1,165 944 n.a. 
Equals earnings of the operator household from farming 
activities 4,720 7,906 6,205 7,106 6,359 4,552 
Plus earnings of the operator household from off-farm 
sources 9/ 39,671 42,455 46,358 52,628 57,988 60,058 | 
Equals average farm operator household income comparable | 
to U.S. average household income, as measured by the CPS 44,392 50,361 52,562 59,734 64,347 64,610 | 
Dollars per U.S. household 
U.S. average household income 10/ 44,938 47,123 49,692 51,855 n.a. n.a. 


Percent } 


Average farm operator household income as 
percent of U.S. average household income 98.8 106.9 105.8 115.2 n.a. n.a. 


Average operator household earnings from farming activities 


| 
as percent of average operator household income 10.6 Oe, 11.8 11.9 9.9 n.a. | 
P = Preliminary. F = forecast. n.a. = not available. * = The relative standard error exceeds 25 percent, but is no more than 50 percent. 
1/ This table derives farm operator household income estimates from the Agricultural Resource Management Study (ARMS) that are consistent with Current : 
Population Survey (CPS) methodology. The CPS, conducted by the Census Bureau, is the source of official U.S. household income statistics. The CPS | 
defines income to include any income received as cash. The CPS definition departs from a strictly cash concept by including depreciation as an expense ea 
that farm operators and other self-employed people subtract from gross receipts when reporting net cash income. | 
2/ A component of farm sector income. Excludes income of contractors and landlords as well as the income of farms organized as nonfamily 
corporations or cooperatives and farms run by a hired manager. Includes the income of farms organized as proprietorships, partnerships, and family | 
corporations. 
3/ Consistent with the CPS definition of self-employment income, reported depreciation expenses are subtracted from net cash income. The ARMS 
collects farm business depreciation used for tax purposes. 
4/ Wages paid to the operator are subtracted here because they are not shared among other households that have claims on farm business income. | 
These wages are added to the operator household’s adjusted farm business income to obtain farm self-employment income. | 
5/ Gross rental income is subtracted here because net rental income from the farm operation is added below to income received by the household. 
6/ More than one household may have a claim on the income of a farm business. On average, 1.1 households share the income of a farm business. 
7/ Includes net rental income from the farm business. Also includes net rental income from farmland held by household members that is not part of the 
farm business. 
8/ Wages paid to other operator household members by the farm business and net income from a farm business other than the one being surveyed. 
Beginning in 1996, also includes the value of commodities provided to household members for farm work. | 
9/ Wages, salaries, net income from nonfarm businesses, interest, dividends, transfer payments, etc. 
10/ From the CPS. 














Agricultural Resource Management Study (ARMS) for farm operator household data. U.S. Dept. of Commerce, Bureau of the Census, Current 


jj 
Sources: U.S. Dept. of Agriculture, Economic Research Service, 1995 Farm Costs and Returns Survey (FCRS), and 1996, 1997, 1998, and 1999 
| 
Population Survey (CPS), for U.S. average household income. 


For information on household income, contact: Bob Hoppe (202) 694-5572. Email rhoppe @ers.usda.gov. 
Bob Green (202) 694-5568. Email rgreen @ers.usda.gov. 
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Appendix table 2--Farm commodity cash receipts 


1996 1997 1998 1999 2000F 
$ billion 
Crop receipts: 

Food grains 10.8 10:4 8.9 7.3 6.8 
Wheat 9.2 8.7 7.1 Beil 5.6 
Rice 1.6 ev, ed 1.6 ee 
Feed crops lee 27.0 en 19.8 20.7 
Corn 20.7 20.0 17.2 14.9 15.7 
Barley, oats, and sorghum 2.6 2.5 1.6 125 1.4 
Hay 3.9 4.6 3.8 3.4 3.6 
Oil crops 16.4 19.8 Als 13.6 14.3 
Soybeans 14.8 18.1 15.7 11.9 12.8 
Peanuts 1.0 1.0 1.1 1.0 1.0 
Cotton (lint and seed) 7.0 6.3 6.1 4.7 4.9 
Tobacco 2.8 2.9 2.8 2.3 1.8 
Fruits and nuts 11.9 13.1 12.2 13.0 11.5 
Vegetables 14.4 14.7 UBL 15.2 15.9 
All other crops 15.8 16.9 Wiel 17.4 17.9 
Greenhouse and nursery 10.8 ies 12.0 12.2 12.8 
Total crops 106.3 HAV Naat 102.5 93.1 94.1 


Livestock receipts: 


Red meats 44.2 49.7 43.3 45.6 51.9 
Cattle and calves 31.0 36.0 33.4 36.5 40.2 
Hogs 12.6 13.1 9.4 8.6 11.3 
Sheep and lambs 0.6 0.6 0.5 0.5 0.5 
Poultry and eggs 22.5 22.3 22.9 22.9 23.5 
Broilers 13.9 14.2 oul 15.1 15.6 
Turkeys Sul 2.9 Zi, 2.8 2.9 
Eggs 4.8 4.5 4.4 4.3 4.3 
All dairy 22.8 20.9 24.1 23.2 21.3 
Miscellaneous livestock 3.4 3.6 3.7 3.7 3.6 
Total livestock 92.8 96.5 94.1 95.5 100.3 
Total receipts 199.1 207.6 196.6 188.6 194.5 
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Appendix table 3--Ranking of States for total net farm income, value of production per acre, and net farm income per acre and per operation, 1999 
Net farm income Value of production 1/ Net farm income per acre Net farm income per operation 





R 

a State State Dollars State Dollars State Dollars per 

n $1,000 per acre per acre operation 

k 
1 California 4,986,433 Connecticut 1,462 Connecticut 376 Arizona 91,907 
2 Texas 4,649,677 Delaware 1,447 Florida 271 Florida 62,563 
3 Florida 2,815,328 New Jersey 1,026 North Carolina 211 California 56,027 

4 Georgia 2,099,384 California 959 Delaware 208 Delaware 46,415 

5 North Carolina 1,966,190 Rhode Island 938 Rhode Island 196 Georgia 41,988 
6 Arkansas 1,830,918 North Carolina 937 Georgia 187 New Mexico 41,280 f 
7 Nebraska 1,650,646 Maryland 834 California Ao Arkansas 37,751 
8 Kansas 1,547,850 Massachusetts 810 Maryland 161 South Dakota 36,614 

9 lowa 1,450,176 Florida 701 Alabama 158 Idaho 35,664 
10 Alabama 1,449,606 Pennsylvania 582 New Jersey 153 Connecticut 34,823 
11 Minnesota peo rReoe Georgia 549 Arkansas Zo Alaska 34,363 

12 South Dakota 1,189,945 Alabama 466 Massachusetts 114 North Carolina 33,900 ] 
13 Oklahoma 1,149,787 Vermont 448 Vermont 105 Colorado 31,824 
14 Illinois 1,007,007 Maine 447 South Carolina 87 Alabama 30,200 i 
15 Mississippi 948,998 New York 440 Mississippi 83 Nebraska 30,012 H 
16 Colorado 922,905 New Hampshire 432 Pennsylvania 81 Maryland 27,207 

17 Wisconsin 878,986 Arkansas 409 Maine ils Kansas 23,813 i 
18 Idaho 873,776 Hawaii 394 New York io Mississippi 22,070 | 
19 Kentucky 846,974 Wisconsin 392 Idaho 3) Nevada 21,680 

20 Ohio 802,983 Michigan 387 Louisiana 69 Vermont 21,013 
21 Arizona 707,686 Washington 359 Michigan 63 Texas 20,483 
22 Michigan 658,575 Ohio 344 Kentucky 62 Louisiana 18,845 

23 New Mexico 639,839 South Carolina 342 New Hampshire 59 Wyoming 18,787 

24 Pennsylvania 627,314 Mississippi 328 Wisconsin 54 Utah 18,094 

25 New York 586,536 lowa 328 Ohio 54 Montana aes 

26 Louisiana 565,350 Indiana 316 Virginia 46 South Carolina 16,899 

27 Washington 519,009 Idaho 314 lowa 44 Rhode Island 16,804 

28 Montana 482,022 Virginia 313 Hawaii 44 Minnesota 15,522 

29 North Dakota 452,137 Kentucky 288 Minnesota 44 lowa 15,106 

30 South Carolina 422,469 Minnesota 278 Illinois 36 New York 15,039 

31 Indiana 420,822 Illinois 269 Texas 36 North Dakota 14,824 

32 Missouri 404,773 Louisiana 265 Nebraska 36 Maine 14,225 

33. Virginia 395,968 Oregon 212 Oklahoma 34 Oklahoma 13,688 

34 Maryland 337,364 Tennessee 206 Washington 33 New Jersey 13,256 

35 Oregon 323,441 Nebraska 203 Kansas 33 Washington 12,975 

36 Utah 280,458 Kansas 180 Colorado 29 Illinois 12,747 

37 Wyoming 172,843 Missouri 163 Indiana 27 Michigan 12,426 

38 Tennessee 141,430 Colorado Sz South Dakota 27 Hawaii 11,482 

39 Vermont 140,790 West Virginia 138 Arizona 26 Wisconsin 11,269 

40 Connecticut 139,290 Oklahoma 136 Utah 24 Pennsylvania 10,632 

41 New Jersey 127,254 Texas 121 Alaska 22 Massachusetts 10,632 

42 Delaware 120,678 Utah 102 Oregon 19 Ohio 10,037 

43 Maine 98,152 Arizona 92 New Mexico 14 Kentucky 9,307 

44 Nevada 65,039 South Dakota 90 Missouri 13 Oregon 7,986 

45 Massachusetts 64,853 North Dakota 74 Tennessee ie) New Hampshire 7,965 

46 Hawaii 63,151 Nevada 59 North Dakota 11 Virginia 7,919 

47 New Hampshire 24,691 Alaska 58 Nevada 10 Indiana 6,474 

48 Alaska 19,587 New Mexico 48 Montana 8 Missouri 3,680 

49 West Virginia 13,287 Montana 36 Wyoming 5 Tennessee 1,554 
50 Rhode Island 11,762 Wyoming 30 West Virginia 4 West Virginia 648 
United States 43,397,572 United States 227 United States 46 United States 19,779 


1/ Final agricultural sector output in the value-added accounting model (table 2). 
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Appendix table 9a--Barley production costs and returns, excluding direct Government payments, 1998-99 


United States 


Item 


1998 


1999 


Northeast 


1998 


1999 


1998 


Northern Plains 


RR | RR SA 


1999 


Northwest 


1998 


1999 


Southwest 


1998 


1999 


——,,——— 


Gross value of production 
(excluding direct Government payments): 


Dollars per planted acre 


Barley 100.08 98.88 123.86 102.57 79.90 73.27 145.29 148.44 118.94 125.57 
Barley straw 493 5.10 61.12 67.20 2.07 1.79 3.66 3.25 6.05 3.81 
Total, gross value of production 105.01 103.98 184.98 169.77 81.97 75.06 148.95 151.69 124.99 129.38 
Cash expenses: 
Seed 8.45 8.01 Hon1 42 62 6.30 By73 12.69 11.87 12.20 10.06 
Fertilizer, lime, and gypsum 19.03 18.03 37.41 34.98 14.49 13.52 29.46 26.47 15:53 14.02 
Chemicals 10:13) 0:27 3.63 3.61 8.11 8.14 Victor | 7.80 7.85 
Custom operations 4.78 5.05 4.79 4.76 3.49 3.68 6.88 6.68 10.77. = 10.67 
Fuel, lube, and electricity 12.14 elo” eee 7.49 7.55 7.72 23.97 26.07 18.47 19.53 
Repairs 15.29 15.49 12.64 12.77 14.08 14.25 19.10 18.79 14.94 15.01 
Hired labor 5.90 6.30 5.13 5.41 4.50 4.65 8.88 9.10 9.87 10.27 
Other variable cash expenses 1/ 2.12 2.38 2.04 2.01 1.06 zo2 4.23 4.08 5.50 S27 
Total, variable cash expenses 77.84 79.10 86.00 83.65 59.58 59.01 122.45 119.77 95.08 92.98 
General farm overhead 6.55 6.28 5.96 5.68 6.07 en 7.30 6.87 9.27 8.72 
Taxes and insurance 12.40 12.02 13.67 13.80 114) 10:39 13:97 oD 19.31 18.98 
Interest 10.93 10.67 3.68 3.47 11233" 11:40 12:24 11,52 SI 5.46 
Total, fixed cash expenses 29.88 28.97 23.31 22.95 28.54 27.56 33.51 31.95 34:30 mEGOalO 
Total, cash expenses 107.72 108.07 109.31 106.60 88.12 86.57 155.96 151.72 129.43 126.14 
Gross value of production less cash expenses -2.71 -4.09 75.67 63.17 6.15 -11.51 -7.01 -0.03 -4.44 3.24 
Harvest-period price (dollars/bu.) 1.83 1.89 1.95 eo 1.69 dene 1.98 2.12 2.14 2.24 
Yield (bu./planted acre) 54.69 52.32 63.52 75.98 47.28 42.35 73.38 70.02 55.58 56.06 
Appendix table 9b--Barley production economic costs and returns, excluding direct Government payments, 1998-99 
United States Northeast Northern Plains Northwest Southwest 
Item 1998 1999 1998 1999 1998 1999 1998 1999 1998 1999 
Dollars per planted acre 
Gross value of production 
(excluding direct Government payments): 
Barley 100.08 98.88 123.86 102.57 79.90 73.27 145.29 148.44 118.94 125.57 
Barley straw 4.93 5.10 Cial2ee 67220 2.07 1.79 3.66 3.25 6.05 3.81 
Total, gross value of production 105.01 103.98 184.98 169.77 81.97 75.06 148.95 151.69 124.99 129.38 
Economic (full ownership) costs: 
Variable cash expenses 77.84 79.10 86.00 83.65 59.58 59.01 122.45 119.77 95.08 92.98 
General farm overhead 6.55 6.28 5.96 5.68 6.07 Sn, 7.30 6.87 9.27 8.72 
Taxes and insurance 12.40 12.02 1 SiGiZems-60 11.14 10.39 13.97 13.56 19.31 18.98 
Capital replacement 31.00 55 32:00 23.61 23.83 28.40 29.18 39.70 38.93 34.46 34.54 
Operating capital 1.89 1.88 2.08 1.99 1.45 1.41 2.97 2.85 2.30 2.21 
Other nonland capital 15.18 14.49 11.88 11.43 15 oOmmenl 4207, 15.97 14.89 14.94 14.19 
Land 33:64) 35.30 18.70 22.92 COU one 46.14 50.03 46.97 47.77 
Unpaid labor 7.91 8.43 15:0 2a oe 6.04 6.21 (iOS meOS 10.32 10.76 
Total, economic costs 186.71 189.50 176.92 179.22 156.55 154.66 259.83 258.54 23265 230.15 
Residual returns to management and risk -81.70 -85.52 8.06 -9.45 -74.58  -79.60 -110.88 -106.85 -107.66 -100.77 
Harvest-period price (dollars/bu.) 1.83 1.89 1.95 1.35 1.69 1.73 1.98 2.12 2.14 2.24 
Yield (bu./planted acre 54.69 52.32 63.52 75.98 47.28 42.35 73.38 70.02 55.58 56.06 





1/ Cost of purchased irrigation water and baling. 
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Appendix table 10--Grain sorghum production costs and returns per planted acre, 1998-99 
United States Eastern Upland Heartland Mississippi Portal _ Prairie Gateway 
Item 1998 1999 1998 1999 1998 1999 1998 1999 1998 1999 


Dollars per planted acre 
Gross value of production: 








Sorghum 107.59 96.66 104.88 8424 146.28 110.96 88.69 123.84 109.18 92.04 
Total, gross value of production 107.59 96.66 104.88 8424 146.28 110.96 88.69 123.84 109.18 92.04 
Operating costs: 
Seed 6.10 6.72 7.52 7.00 10.39 8.91 9.01 7.49 5.66 6.18 
Fertilizer 14.31 13.89 24.88 23.88 22.24 26.15 26.20 25.05 13.66 12.45 
Chemicals 10.60 11.20 10.76 10.95 16.90 20.14 17.30 16.49 10.74 10.76 
Custom operations 5.84 6.78 2.89 5.59 7.91 6.82 5.78 9.05 5275 5.80 
Fuel, lube, and electricity 19:03" 21.92 19.75 29.33 14:695 we 25:15 10.37 9.87 20.00 22.64 
Repairs 16.46 14.70 16.99 16.75 WAN 13.96 19.45 16.83 16.73 14.67 
Interest on operating inputs 173 1.77 1.98 2.20 2.14 2.38 2a 1.99 1.74 1.71 . 
Total, operating costs 74.07 76.98 84.77 95.70 91.38 103.51 90.22 86.77 74.28 74.21 
Allocated overhead: | 
Hired labor 4.41 6.36 0.90 2.02 2.60 2.49 12.94 11.98 4.46 6.38 | 
Opportunity cost of unpaid labor 19.26 20.38 28.02 22.50 22.34 18.66 15.61 13.08 31.92 20.47 
Capital recovery of machinery and equipment 55:34 59.79 59.13 63.53 57.92 52.90 64.54 60.35 59.99 56.36 
Opportunity cost of land* ZO Sm eoOS 43.96 37.78 61.75 68.00 19.02 26.92 26.03 ~ 19:67 ! 
Taxes and insurance 6.05 4.90 2a 7.81 8.38 7.07 7.70 7.05 6.24 4.84 ! 
General farm overhead 5.44 3.97 4.58 6.85 3.56 2.91 4.59 3.86 5.59 3.89 
Total, allocated overhead 120.29 114.93 148.74 140.49 156.55 152.03 12440 123.24 134.23 111.61 | 
Total costs listed 194.36 191.91 233.51 236.19 247.93 255.54 21462 210.01 208.51 185.82 
Value of production less total costs listed -86.77 = -95.25 -128.63 -151.95 -101.65 -144.58 -125.93 -86.17 -99.33 -93.78 
Value of production less operating costs 33.52 19.68 20.11 -11.46 54.90 7.45 -1.53 37.07 34.90 17.83 


Supporting information: 


Sorghum yield: bushels per acre 53 54 57 54 92 76 49 ie 53 52 
Price: dollars per bushel 2.03 1.79 1.84 1.56 1.59 1.46 1.81 1.72 2.06 Vth 
Production practices: 1/ 
Irrigated (percent) 9 9 1 1 2 2 5 5 10 10 
Dryland (percent) 91 91 99 99 98 98 95 95 90 90 
Land tenure: 1/ 
Acres owned (percent) 31 31 30 30 41 41 15 1S) 32 32 | 
Acres cash rented (percent) 16 16 27 27 11 11 22 22 16 16 
Acres share rented (percent) 53 53 43 43 48 48 62 62 53 53 
Land rent basis 2/ --Composite-- --Cash-- --Cash-- --Share-- --Share-- | 





1/ Developed from survey base year, 1995. 2/ Method used to determine the opportunity cost of land. | 
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Appendix table 11a--Oats production costs and returns, excluding direct Government payments, 1998-99 1/ 


United States Northeast North Central Northern Plains 
Item 1998 1999 1998 1999 1998 1999 1998 1999 
Dollars per planted acre 
Gross value of production 
(excluding direct Government payments): 


Oats 66.75 6257 62.38 55.10 64.03 68.26 65.89 53.92 
Oats straw 32.03 32.85 42.11 43.19 44.21 45.34 8.92 9.15 
Total, gross value of production 98.78 95.02 104.49 98.29 108.24 113.60 74.81 63.07 


Cash expenses: 


Seed 7.89 7.47 14.34 14.16 9.72 9.02 3.97 3.93 
Fertilizer, lime, and gypsum 15.63 14.70 28.20 28.00 19.10 17.90 8.46 ee 
Chemicals 1.83 1.82 2.90 2.88 1.27 1.26 2.32 2.30 
Custom operations 4.31 4.32 4.89 4.90 5.73 5.75 2.41 2.42 
Fuel, lube, and electricity 6.71 6.34 10.67 10.60 3.54 3.72 9.11 7.95 
Repairs 10.84 9.95 14.52 11.78 7.10 6.70 13.73 12.96 
Hired labor 2.13 2.23 3.45 3.61 1.91 2.00 0.38 0.40 
Other variable cash expenses 2/ 1.19 1.22 1.46 1.50 1.63 1.67 0.40 0.41 
Total, variable cash expenses 50.53 48.05 80.43 77.43 50.00 48.02 40.78 38.09 
General farm overhead 5.86 5.94 8.73 8.86 5.01 5.08 3.56 3.61 
Taxes and insurance 14.20 14.85 20.82 22.10 19.58 20.15 7.61 Wane 
Interest 5.82 5.49 5.58 5.27 6.50 6.13 5.40 5.10 
Total, fixed cash expenses 25.88 26.28 35.13 36.23 31.09 31.36 16.57 16.46 
Total, cash expenses 76.41 74.33 115.56 113.66 81.09 79.38 57.35 54.55 
Gross value of production less cash expenses 22.37 20.69 -11.07 -15.37 27.15 34.22 17.46 8.52 
Harvest-period price (dollars/bu.) 1.07 1.01 1.15 0.97 1.09 1.10 1.00 0.91 
Yield (bu./planted acre 62.38 61.55 54.24 56.80 58.74 62.05 65.89 59.25 


Appendix table 11b--Oats production economic costs and returns, excluding direct Government payments, 1998-99 1/ 
United States Northeast North Central Northern Plains 


Item 1998 1999 1998 1999 1998 1999 1998 1999 
Dollars per planted acre 
Gross value of production 
(excluding direct Government payments): 


Oats 66.75 62.17 62.38 55.10 64.03 68.26 65.89 53.92 
Oats straw 32.03 32.85 42.11 43.19 44.21 45.34 8.92 9.15 
Total, gross value of production 98.78 95.02 104.49 98.29 108.24 113.60 74.81 63.07 
Economic (full ownership) costs: 
Variable cash expenses 50.53 48.05 80.43 77.43 50.00 48.02 40.78 38.09 
General farm overhead 5.86 5.94 8.73 8.86 5.01 5.08 3.56 3.61 
Taxes and insurance 14.20 14.85 20.82 22.10 19.58 20.15 7.61 715 
Capital replacement 19.49 17.90 22.51 18.26 13.21 12.47 24.37 23.00 
Operating capital 1.12 1.05 1.95 1.84 1.21 1.14 0.99 0.91 
Nonland capital 10.67 10.14 11.92 11.34 10.33 9.82 11.01 10.47 
Land 27.96 27.99 6.03 6.04 37.26 37.30 22.55 22.58 
Unpaid labor V7RC7, 18.40 23.09 24.17 22.50 23.27 11.42 11.80 
Total, economic costs 147.60 144.32 175.48 170.04 159.10 157.25 2229 meee See 4 
Residual returns to management and risk -48.82 -49.30 -70.99 -71.75 -50.86 -43.66 -47.48 -55.14 
Harvest-period price (dollars/bu.) 1.07 1.01 lan 0.97 1.09 1.10 1.00 0.91 
Yield (bu./planted acre) 62.38 61.55 54.24 56.80 58.74 62.05 65.89 59.25 


1/ Survey base year 1994. 2/ Includes cost of baling. 
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Appendix table 12a--Rice production costs and returns, excluding direct Government payments, 1998-99 


Arkansas Mississippi 
United States (non-Delta) River Delta Gulf Coast 1/ California 
Item 1998 1999 1998 1999 1998 1999 1998 1999 1998 1999 


Dollars per planted acre 
Gross value of production 
(excluding direct Government payments): 


Rice 525.75 373.84 548.09 389.94 524.95 384.47 491.67 403.51 665.64 390.85 
Total, gross value of production 525.75 373.84 548.09 389.94 524.95 384.47 491.67 403.51 665.64 390.85 
Cash expenses: 
Seed 25.15 24.34 25.04 22.21 24.55 24.47 25:73 eoe0 25.28 26.81 
Fertilizer 46.41 43.93 38.25 35.75 40.35 38.13 49.79 47.22 64.12 61.45 
Chemicals 68.32 68.78 65.18 65.62 66.74 67.19 62.86 63.29 83.76 84.32 
Custom operations 2/ 45.32 45.45 34.65 33.58 34.86 34.20 40.29 39.84 85.05 89.16 
Fuel, lube, and electricity 58:25" 61:69 60.14 59.05 62.50 67.21 55.12) 45900 533920 eG thre 
Repairs 29.10 30.03 29.27 ~—30.01 26.66 27.32 Dizol 27.81 34.09 36.63 
Hired labor 37.60 39.74 33:91 35:83 33.09 34.97 39.38 41.62 47.49 50.19 
Drying 3/ 27.07  ee9iao 25.68 26.30 12.07 12.53 27.22 29.65 52.63 55.58 
Other variable cash expenses 4/ WOR) es We 2.25 0.01 1.01 21.31 21.42 33.82 33.08 
Total, variable cash expenses 350.05 355.53 313:24 310.60 300.83 307.03 349:21 355.05 480.16 498.94 
General farm overhead 31.03 26.60 18.72 16.04 17.12 14.67 23.50 20.14 81.64 69.98 
Taxes and insurance 38.54 25.50 30.89 19.56 25.99 17.16 34.32 21.48 74.20 52.51 
Interest 27.99 26.60 272038 2616 24.08 22.89 25:13 me oLoS 37.0 lMeoIoS 
Total, fixed cash expenses 97.56 78.70 77.14 61.76 6719 weno 4ere 82.95 65.50 193.65 158.42 
Total, cash expenses 447.61 434.23 390.38 372.36 368.02 361.75 432.16 420.55 673.81 657.36 
Gross value of production less cash expenses 78.14 -60.39 157.71 17258 eeloG: 03m e272 59.51 -17.04 -8.17 -266.51 
Harvest-period price (dollars/cwt.) 9.35 6.36 9.10 6.32 9.20 6.49 9.65 7.26 9.64 5.36 
Yield (cwt./planted acre 56.23 58.78 60.23 61.70 57.06 59.24 50.95 55.58 69.05 72.92 


Appendix table 12b--Rice production economic costs and returns, excluding direct Government payments, 1998-99 


Arkansas Mississippi 
United States (non-Delta) River Delta Gulf Coast 1/ California 
Item 1998 1999 1998 1999 1998 1999 1998 1999 1998 1999 


Dollars per planted acre 
Gross value of production 
(excluding direct Government payments): 
Rice 525.75 373.84 548.09 389.94 52495 384.47 491.67 403.51 665.64 390.85 
Total, gross value of production 525.75 373.84 548.09 389.94 52495 384.47 491.67 403.51 665.64 390.85 


Economic (full ownership) costs: 


Variable cash expenses 300,05 355153" —-318:24) 310/600 300:83 > 307.035) 349.215) 355:05 480.16 498.94 
General farm overhead 31.03 26.60 18.72 16.04 17.12 14.67 23:50) = 20n4 81.64 69.98 
Taxes and insurance 38.54 25.50 30.89 19.56 25,99 miZe1G 34.32 21.48 74.20 52.51 
Capital replacement 60.07 62.03 58.98 60.46 53.60 54.93 58.57 59.26 1232 MiNAIO 
Operating capital 8.50 8.47 7.60 7.39 7.30 7.31 8.52 8.49 11.64.98 Sizes 
Other nonland capital 19.10 18.16 20.49 19.48 18.27 = 17.38 18.97 18.04 17.80 16.92 
Land 139.29 143.97. 12656 130.64 123.77 128.04 97.77 101.39 240.92 248.69 
Unpaid labor 29.50 30.78 30:07 31.78 19.40 19.46 36.89 39.13 30.60 31.28 
Total, economic costs 676.08 671.04 606.55 595.95 566.28 565.98 627.75 622.98 1,009.28 1,007.93 
Residual returns to management and risk -150.33 -297.20 -58.46 -206.01 -41.33 -181.51 -136.08 -219.47 -343.64 -617.08 
Harvest-period price (dollars/cwt.) 9.35 6.36 9.10 6.32 9.20 6.49 9.65 7.26 9.64 5.36 


Yield (cwt./planted acre 56.23 60.23 61.70 57.06 55.58 69.05 72.92 





1/ Gulf Coast includes Southwest Louisiana, Upper and Lower Texas Coast. 2/ Cost of custom operations and technical services. 3/ Commercial drying only, 
beginning in 1992. 4/ Cost of purchased irrigation water. 
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Appendix table13--Peanut production costs and returns, 1998-99 


Southern Seaboard 
Item United States Prairie Gateway AL,GA AL,GA VA,NC  VA,NC 
1998 1999 1998 1999 1998 1999 1998 1999 
Dollars per planted acre 


Gross value of production: 


Primary product: Peanuts 641.94 613.34 445.97 455.62 693.63 631.02 800.80 715.40 
Secondary product: Peanut hay 12.74 11.27 19.50 18.46 10.13 8.15 9.35 9.37 
Total, gross value of production 654.68 624.61 465.47 474.08 703.76 639.17 810.15 724.77 


Operating costs: 


Seed 75.48 72.89 62.11 60.22 78.15 75.02 93.04 90.19 
Fertilizer 39.52 39.49 20.94 21.14 49.23 49.04 45.82 44.04 
Chemicals 97.96 97.92 39.92 39.78 117.90 117.03 147.55 146.30 
Custom operations 9.93 9.63 10.75 11.59 10.22 9.55 6.13 4.85 
Fuel, lube, and electricity 34.60 33.25 _ 47.41 45.76 25.41 25.06 30.61 28.19 
Repairs 30.40 27.74 32.24 29.91 30.08 27.14 27.87 25.70 
Interest on operating inputs 7.31 7.01 S57 5.39 7.91 7.55 8.55 8.08 
Commercial drying 17.31 17.00 19.08 20.67 19.20 18.12 557 4.20 

Total, operating costs 312.51 304.93 238.02 234.46 338.10 328.51 365.14 351.55 


Allocated overhead: 


Hired labor : 35.14 37.72 25.17 26.04 33.93 36.77 48.40 52.69 
Opportunity cost of unpaid labor 83.60 85.64 101.67 102.51 74.74 77.65 lel 80.59 
Capital recovery of machinery and equipment 120.89 121.91 129.18 131.39 117.53 117.69 114.49 qiliZeOS 
Opportunity cost of land 42.32 45.49 67.57 70.32 31.58 35.83 40.53 42.82 
Quota rent 86.40 87.66 58.51 62.06 98.63 98.64 80.63 80.66 
Taxes and insurance 20.57 19.66 15.84 15.03 22.48 21.49 20.62 19.67 
General farm overhead 16.91 7-5) 22.16 23.10 12.66 13.19 16.77 17.47 
Total, allocated overhead 405.83 415.59 420.10 430.45 391.55 401.26 399.15 410.95 
Total costs listed 718.34 720.52 658.12 664.91 729.65 729.77 764.29 762.50 
Value of production less total costs listed -63.66 -95.91 -192.65 -190.83 -25.89 -90.60 45.86 -37.73 
Value of production less operating costs 342.17 319.68 227.45 239.62 365.66 310.66 445.01 373.22 


Supporting information: 


Peanut yield: Ibs/acre 2,469 2,359 1,939 2,071 2,569 2,427 3,080 PID00 

Peanut price: dollars/Ib 0.26 0.26 0.23 0.22 0.27 0.26 0.26 0.28 
Production practices: 1/ 

Irrigated (percent) 32 32 64 64 25 25 6 6 

Dryland (percent) 68 68 36 36 io) mS 94 94 
Land tenure: 1/ 

Acres owned (percent) 35 35 35 35 37 37 23 23 

Acres cash rented (percent) 55 55 38 38 61 61 63 63 

Acres share rented (percent) 10 10 25 25 2 2 14 14 


Land rent basis 2/ --Composite-- --Share-- --Cash-- --Cash-- 
1/ Developed from survey base year, 1995. 2/ Method used to determine the opportunity cost of land. 
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Appendix table 15--U.S. tobacco production costs and returns, 1998-99 
ee eee UIC eee ee 


Flue-cured Burle 
Item 1998 1999 1998 1999 1998 1999 1998 1999 
Dollars per acre Dollars per cwt Dollars per acre Dollars per cwt 
Gross value of production 
Tobacco 3,846.50 3,753.18 175.36 173.60 3,629.00 3,471.30 190.40 189.88 
Total, gross value of production 3,846.50 3,753.18 175.36 173.60 3,629.00 3,471.30 190.40 189.88 


Cash expenses: 


Seed and plant bed 59.10 63.46 2.69 2.94 100.04 98.33 5.24 5.38 
Fertilizer 304.39 282.66 13.85 13510 296.88 290.96 15.54 15.93 
Chemicals 220.18 218.38 10.02 10.12 100.29 99.47 B25 5.44 
Custom operations 8.00 7.86 0.36 0.36 13.58 13°35 0.71 0.73 
Fuel, lube, and electricity 59.56 62.94 2.71 2.92 63.28 66.88 3.31 3.66 
Curing fuel 258.98 325.72 11.78 15.10 1/ 1/ 1/ 1/ 
Repairs 110.67 112.53 5.04 Bie? 72.86 74.08 3.81 4.05 
Hired labor 554.12 582.09 25.21 26.99 455.40 497.01 23.84 27.20 
Marketing expenses 145.95 160.76 6.64 7.45 165.02 161.32 8.64 8.83 
Other variable cash expenses 3.88 3.81 0.18 0.18 20.58 19.88 1.08 1.09 
Total, variable cash expenses 1,724.83 1,820.21 78.47 84.38 2G Come Sahoo 67.43 72.31 
General farm overhead 181.75 184.80 8.27 8.57 202.86 206.27 10.62 11.29 
Taxes and insurance 140.61 141.26 6.40 6.55 44.88 45.45 2200 2.49 
Interest 169.37 164.71 7.71 7.64 76.68 74.57 4.01 4.08 
Total, fixed cash expenses 491.73 490.77 22.37 22.76 324.42 326.29 16.99 17.86 
Total, cash expenses 2,216.56 2,310.98 100.85 107.14 1,612.35 1,647.57 84.42 90.17 
Gross value of production less cash expenses 1,629.94 1,442.20 74.51 66.46 ZO OOO mmIROZOenG 105.98 99.71 


Economic (full ownership) costs: 


Variable cash expenses 1,724.83 1,820.21 78.47 84.38 207290 elroet.es 67.43 enon 
General farm overhead 181.75 184.80 8.27 8.57 202.86 206.27 10.62 11.29 
Taxes and insurance 140.61 141.26 6.40 6.55 44.88 45.45 2.35 2.49 
Capital replacement 283.70 295.02 12.91 13.68 100.27 104.27 5.25 5.71 
Operating capital 41.83 43.32 1.90 2.01 31.23 31.45 1.64 lave 
Other nonland capital 80.10 79.19 3.64 3.67 104.87 102.80 5.49 5.63 
Land and quota 974.05 1,131.93 44.32 52.48 531.74 633.44 27.84 34.67 
Unpaid labor 224.84 236.19 10.23 10.95 631.80 689.53 33.08 37.74 
Total, economic (full ownership) costs 3,651.71 3,931.92 166.14 182.29 2,935.58 3,134.49 153.70 171.56 
Residual returns to management and risk 194.79 -178.74 9.22 -8.69 693.42 336.81 36.70 18.32 
Harvest-period price (dollars/b. or cwt) 1.75 1.74 175.36 173.60 1.90 1.90 190.40 189.88 


Yield (Ib. or cwt/harvested acre 2,198.00 2,157.00 21.98 eo 1,910.00 1,827.00 





1/ Burley curing fuel costs are included in fuel, lube, and electricity expenses. 
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Appendix table 19--Farrow-to-feeder pig production costs and returns per hundredweight gain, 1998-99 


Item United States Eatern Upland Southern Seaboard 
1998 1999 1998 1999 1998 1999 
Dollars per cwt gain 1/ 


Gross value of production 


Market hogs Wes 133 1.02 0.95 3.63 3.34 
Feeder pigs 64.04 82.77 60.97 79.61 64.84 83.92 
Cull stock 2.39 2.17 4.66 4.31 2.70 2.37 
Breeding stock 0.22 0.19 2.10 2.04 0.24 0.21 
Inventory change 4.52 -4.04 -1.10 -0.68 0.02 -0.21 
Other income 2/ 1.29 1.21 1.31 1.30 1.24 fal 

Total, gross value of production 73.98 83.63 68.96 87.53 72.67 90.78 


Operating costs: 


Feed -- 

Grain 2.45 2.02 4.94 4.40 0.09 0.05 
Protein sources eey, 1.04 0.92 0.68 0.31 0.20 
Complete mixes 26.43 23.58 22.53 20.65 LoS 24.09 
Other feed items 3/ 0.25 0.20 3.03 2.79 0.03 0.02 

Total feed cost 30.40 26.84 31.42 28.52 25.96 24.36 

Other -- : 

Feeder pigs 0.35 0.44 0.04 0.06 1.10 1.46 
Veterinary and medicine 2.39 2.34 2.90 2.89 Seri 3.76 
Bedding and litter 0.06 0.06 0.00 0.00 0.00 0.00 
Marketing 3.54 3.50 3.34 Si5 5.99 5.98 
Custom services : 0.26 0.25 0.03 0.03 0.67 0.68 
Fuel, lube, and electricity 2.84 3.06 4.32 4.61 2.16 2.32 
Repairs 1.08 1.06 1.18 1.21 les 1.14 
Other operating costs 4/ 0.04 0.03 0.05 0.05 0.04 0.03 
Interest on operating capital 0.98 0.88 1.04 0.96 0.98 0.93 

Total, operating costs 41.94 38.46 44.32 41.68 41.74 40.66 


Allocated overhead: 


Hired labor 10.93 11.59 5.43 5.76 6.43 6.82 
Opportunity cost of unpaid labor 7.94 7.88 20.63 21.09 5.01 4.62 
Capital recovery of machinery and equipment 24.96 24.97 26.06 25.87 19.35 19.38 
Opportunity cost of land (rental rate) 0.09 0.08 0.10 0.09 0.08 0.06 
Taxes and insurance 0.91 0.91 1.48 1.51 0.78 0.78 
General farm overhead 1.48 1.46 2.01 1.90 1.49 1.53 
Total, allocated overhead 46.31 46.89 Boal 56.22 33.14 33.19 

Total costs listed 88.25 85.35 100.03 97.90 74.88 73.85 
Value of production less total costs listed -14.27 -1.72 -31.07 -10.37 -2.21 16.93 
Value of production less operating costs 32.04 45.17 24.64 45.85 30.93 50.12 


Supporting information: 
Production arrangement (percent of production) 5/ 


Independent 23 23 24 24 1 1 

Under contract We Wis 76 76 99 99 
Size of operation (head sold/removed) 5/ 

Market hogs 52 58 22 23 245 310 

Feeder pigs 7,220 8,129 3,474 3,587 13,753 16,908 


1/ Cwt gain = (cwt sold - cwt purchased) + cwt inventory change. 

2/ Value of manure production. 

3/ Milk replacer, milk, milk by-products, antibiotics, and other medicated additives. 
4/ Costs for odor control and fees, permits, licenses, and other regulatory costs. 
5/ Developed from survey base year, 1998. 
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